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When you show the penple in your com- 
pany that you're interested in their wel- 
fare, they naturally react favorably. That's 
why production goes up when you boost 
your employee-participation in the Pay- 
roll Savings Plan. Here’s how it happens: 


The more U. S. Savings Bonds an em- 
ployee holds, the more secure he feels. 
The more secure he feels. the greater his 
peace of mind—the more contented. care- 
ful, and productive he is on the job. 

Those facts aren't just something we 
dreamed up. Theyre borne out in the 
experience of more than 20.000 companies 
promoting the Plan. 


Everybody Benefits! 


Bond sales spread the national debt, thus 
increasing our national economicsecurity. 


1 plan helps prevent all 3 


And. of course. what’s good for the nation 
! 


is good for you and your business! 

The individual Bond buyer gets back 
$4. when his Bonds mature. for every $3 
he invested. That's a boon for him, and 
—multiplied by millions of Bond holders 
—represents a huge backlog of purchasing 
power that will help assure national pros- 
perity through the years ahead. 


Five Steps Boost Participation 
1. See that a top management man spon- 


sors the Plan. 


2. Secure the help of the employee or- 
ganizations in promoting it. 


Se Adequately use posters and leaflets 
and run stories and editorials in company 
publications to inform employees of the 











Payroll Savings Plan’s benefits to them. 


4. Make a person-to person canvass, once 
a year, to sign up participants. 


These first four steps should win you 
40-60% participation. Normal employee 
ploy 
turnover necessitates one more Step: 


5. Urge each new employee, at the time 
he is hired, to sign up. 


Nation-wide experience indicates that 
50°7 of your employees can be persuaded 
to join —without high-pressure selling. All 
the help you need is available from your 
State Director, U. 5S. Treasury Depart- 
ment. Savings Bonds Division. He is listed 
in your telephone directory. Wouldn’t it 
be a good idea to call him right now, while 
it's on your mind? 


The Treasury Department acknowledges with appreciation the publication of this message by 


U. S. TREASURY 


This is an official U. S. Treasury advertisement prepared under the auspices of the Treasury Department and The Advertising Council. 
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VISION! 





Take a look through the Palomar 
telescope—and you wouldn’t see 
much. No layman would. But 
put a trained astronomer at the 
eyepiece and suddenly the Palo- 
mar giant adds billions of miles 
to the vision of anyone who 
knows what to look for—how to 
interpret what he sees. 

And when it comes to invest- 
ing, vision works a lot the same. 

Lots of people looking for a 
sensible way to earn more than 
1 or 2% on their savings are con- 
fused by financial facts and fig- 
ures... don’t get much out of 
available investment data. 

But to the trained specialist, 
even a brief study of balance 
sheets, earnings, and income ac- 
counts yields a pretty clear pic- 
ture of a company’s health. 

Here at Merrill Lynch, we 
have dozens of such specialists 
whose whole job it is to point 
out the facts that many investors 
might miss — explain and inter- 
pret what they mean. 

So why not ask for their help 
on your investments? No matter 
how large—or small—there’s no 
charge, no obligation, whether 
you’re a customer or not. 

Just write (in complete con- 
fidence) to— 


Department SF-75 


MERRILL LYNCH, 
PieRCE, FENNER & BEANE 


Underwriters and Distributors of 
Investment Securities 


Brokers in Securities and Commodities 
70 Pine Street, New York 5, N. Y. 
Offices in 96 Cities 
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The Trend of Events 


TARIFF CUTS ... The latest round of international 
tariff concessions, representing reductions agreed 
upon at the recent Annecy conferences, is hardly of 
overwhelming importance either to American domes- 
tic business or world trade. There has been a lot of 
window dressing but the fact is that many of the 
reductions don’t mean a thing now and probably won’t 
for some time to come. The reasons: Import controls, 
dollar shortages and currency devaluations abroad. 

Compared to the potential impact of foreign cur- 
rency devaluations on world trade patterns, the tar- 
iff cuts appear rather insignificant, for devaluation 
has given many foreign products automatically con- 
siderable competitive price advantages. By the same 
token, wherever we obtained concessions for our 
goods, these are at best of vague future value. They 
are vitiated either by dollar shortages abroad which 
forces continuation of import restrictions, or by the 
fact that because of devaluations, our export prices 
have been summarily raised up to some 30%. In 
short, while the tariff cuts made by us may have 
some meaning, those made by other governments 
mean very little. Even we in this country have cer- 
tain import restrictions which tend to make ineffec- 
tive some of our own conces- 


can be seen. Nor is there any basis to anticipate any 
great stimulus to our exports, or to world trade in 
general. That might come when the time is ripe for 
foreign countries to remove their quantitative con- 
trols—the bug-bear of American exporters—when 
the end of dollar shortages is in sight. 

More important appears the prospect that a third 
round of tariff cuts will come up next year, if only 
because another round is bound to bring into sharp 
relief the question of our long term foreign trade 
policy. In that connection, the thought is apt to grow 
that there must also be a limit to our self-sacrifice. 
Whatever has been done so far to promote healthier 
world trade still falls short of bridging the gap be- 
tween our exports and imports, leaving the world 
dollar shortage problem unsolved. Before our manu- 
facturers are once more asked to welcome with open 
arms a larger stream of foreign goods, and more for- 
eign competition both in world and home markets, 
they will pose the question: Will further concessions 
on our part really help? 

The question begs the answer. It is obvious that 
the only sound policy is to work towards a further 
and permanent increase in world trade. To be suc- 
cessful, this requires. the 





sions to foreign countries. 
Essentially, then, the An- 
necy agreements represent pri- 
marily a gesture, a token of 
good faith and implementation 
of the idea that ‘“‘the way to 
cooperate is to begin cooperat- 
ing.” In practical effect, while 
a few of our domestic indus- 
tries might be adversely af- 
fected, no great import threat 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 


wholehearted cooperation of 
all trading nations, particu- 
larly towards achievement of 
monetary stability and general 
convertibility of currencies 
permitting a greater and freer 
interchange of goods. This 
country, no matter how gener- 
ous our concessions and how 
far we are willing to go in 
penalizing American business 


This 
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in the name of a “policy,” cannot do the job alone. 
Others must do their full share. Unfortunately not 
much evidence of vigorous attack on the real impedi- 
ments to international trade can yet be seen. 


NEW FAIR DEAL GOAL... According to President Tru- 
man’s recent and frankly political speeches, a ten- 
year plan is now being held out as the new Fair Deal 
goal, keystone of which is a $4,000 a year minimum 
income and the addition of a third to the U. S. stand- 
ard of living in the next ten years. A further rise in 
farm income and old age benefits is also included, 
plus substantial expenses for social welfare generally. 

Whether these Fair Deal goals will or can become 
a reality is a question which we will not attempt to 
answer at this time, but we must admit that they 
constitute an alluring political appeal. And quite pat- 
ently, the President intends to use it in the cam- 
paigns of 1950 and 1952 for all it is worth. In doing 
so, the President can reasonably assume that every 
$2,000 family will longingly look to the promise of a 
$4,000 annual income (even if it takes ten years to 
materialize), that they will think no further and vote 
accordingly. Though more inflation must necessarily 
be implicit in any such plan, few may stop and pon- 
der what kind of dollars they will receive, what their 
purchasing power, what taxes will come off, what 
their likely cost in regimentation and loss of personal 
liberty. 

The ten-year plan envisages a stepping up of na- 
tional income to $300 billion annually from currently 
around $225 billion. It is somewhat difficult to see 
how such an increase can come about as a result of 
sound and natural economic forces, on top of the $100 
billion increase that we have witnessed in the last 
decade. With production of goods already high and 
employment near maximum, such a further and sub- 
stantial increase in our national product and national 
income can hardly be repeated during the next ten 
years except with the aid of policies and methods 
(already practiced) which can only spell resumption 
of inflation. While these may succeed in raising the 
national income, they will also dilute the purchasing 
power of income in incalculable degree, not to men- 
tion the dilution of savings and other deplorable 
effects. Hence those inclined to go along with the 
“New New Deal” might do well to look at it realisti- 
cally before they leap. Fortunately we can be fairly 
sure that Congress will do so regardless of the politi- 
cal allures implied. 


TREND TO HOME OWNERSHIP... One of the signifi- 
cant economic trends in this country today is the de- 
cided growth of home ownership since the war’s end. 
The Survey of Consumer Finances sponsored by the 
Federal Reserve System shows that twenty million 
families, other than farmers, own their homes. This 
is the highest number on record, reflecting a large 
scale shift from renting. More than half of the na- 
tion’s non-farm families now own their homes. 
Records indicate that since the war’s end, some six 
million families have purchased homes. Of these, four 
million either rented before or lived doubled up with 
others. And the large number of new homes started 
this summer shows that this striking shift to home 
owning is still going on, that the end of the trend is 
not yet in sight. It is a conclusion from which the 


building industry can draw a good deal of satisfac- 
tion, especially if wise policies are followed. For price, 
obviously, has become the most important factor in 
the building outlook now that most urgent needs 
have been satisfied. 

There have been various reasons for the trend de- 
scribed. Most important of all has been the tremen- 
dous housing shortage. Perhaps an equally important 
contributing factor has been the continuation of rent 
ceilings which have discouraged the erection of new 
rental dwellings. The resultant shortage of rental 
space led many families, that would otherwise have 
rented, to purchase their own homes. 

Home ownership has been further encouraged by 
the ease with which it could be financed through 
loans insured or guaranteed by Government agen- 
cies, particularly in the case of veterans. Also, many 
veterans as well as non-veterans had considerable 
wartime savings which could be used for the purpose. 
Generally, cash down payments have been small and 
interest rates low, spurring home ownership among 
many in the low income groups. The Federal Reserve 
Survey shows that in the $3,000 to $4,000 annual in- 
come range, about half the families are now home 
owners. This would not have been possible without 
the extraordinary facilities, and very low cost financ- 
ing, available. 

Maintenance of demand for small homes depends 
mainly on the ability of the building industry to 
offer acceptable homes at a monthly cost to the pur- 
chaser which compares favorably with monthly rents 
now paid. With the acute housing shortage ended, 
residential building at the recent rate of almost a 
million new dwellings yearly can only be maintained 
if more families now renting can be induced to buy. 
The desire undoubtedly exists and so do housing 
needs, though no longer as acute as they were. 
Continuation of the building boom at current level 
thus appears to be up to the building industry, and 
building labor. Both will have to cooperate lest they 
want to see a shriveling of the boom that really need 
not occur. 


FAMILIAR DRAMA .. . The French political crisis that 
led to the downfall of the Queuille Government came 
at a moment when France was better off economi- 
cally then at any time since World War II. It also 
came at a moment when currency devaluation was 
expected to be a turning point in European recovery 
by making possible the removal of exchange controls 
and quotas, and the liberation of intra-European 
trade. 

The crisis reveals both the familiar Government 
weakness in France and a lack of harmony between 
the French and the British that will not contribute 
to European economic cooperation. Forced by sudden 
British devaluation, the Queuille cabinet was not 
united on its wage and price policy. Its always pre- 
carious equilibrium was upset by the Socialist party’s 
refusal to leave to Mr. Queuille the settlement of 
these policies. The wage problem particularly, at the 
root of present difficulties, is deeply involved in poli- 
tics. French labor has been lining up behind the 
communists in demanding immediate wage boosts. 
The communists’ hope is to generate a nationwide 
wage war. Hence the whole situation is once more in 
a turmoil. 
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By CHARLES BENEDICT 


ECONOMIC ROYALISTS AND LABOR BARONS 


f at all interested in the antics of men on 
earth, the shade of Samuel Gompers, champion of 
labor, must be sardonically noting that in the cur- 
rent scene, the real friends of labor are the “eco- 
nomic royalists” — and its exploiters are the labor 
barons who are merely using the worker as a pawn. 
They have forgotten the interests of the laboring 
man in their lust for personal power. 

The goal of a square 
deal for the worker is 
being side-tracked by 
issues that are eco- 
nomically unsound 
and politically danger- 
ous. As we well know, 
the yearly strikes do 
not put additional pay 
in the workingman’s 
pocket — for he can 
never make up the dif- 
ferential between the 
new pay rate and the 
loss of wages that a 
strike entails. On the 
contrary, the ineffi- 
cient control of union 
funds makes strikes a 
“Roman Holiday” for 
irresponsible labor 
leaders. 

The absolute power, 
which enables Mr. 
Lewis to use his stra- 
tegic mine workers to 
tie up the economic 
machinery of this 
country, is in itself a 
fantastic spectacle — 
one that can only hap- 
pen in a crazy world. 
In fact, it is this type 
of thing which encour- 
ages so many crackpot 
ideas to be put forth 
as logical and reason- 
able. 

And now — what can Mr. Lewis mean by his 
recent suggestion that if the United States takes 
over the coal mines, “the profit should be distributed 
to the people.” We wonder what “people” he means? 
— considering how confused Mr. Lewis is in his 
views and how irate over the opposition of the coal 
companies! 

He seems long ago to have forgotten that these 
companies are not owned by their officers, but by 
stockholders—people whose savings have purchased 
the machinery and financed the organizations which 
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have made jobs possible for his mine workers. 

Then take Mr. Murray’s pension plans which, on 
the face of it, are more political than economic in 
view of the various individual company plans al- 
ready in operation, many of which bring greater 
benefits to the workers than those advocated by the 
C.1.0. If the union were really interested in working 
out an economically sound plan for the worker, it 
would not have called 
a strike but instead 
would have sought to 
work out adjustments 
between company 
plans and the Social 
Security programs of 
our government. 

It is clear that a 
point has been reached 
in labor-management 
relations that produces 
insecurity rather than 
security for the 
worker. 

With the deafening 
shout “Economic Roy- 
alists,” the union en- 
tirely ignores the 15,- 
000,000 stockholders 
in this country who 
are the real owners of 
industry and who are 
just as entitled to a 
return on their sav- 
ings as the working- 
man is entitled to a 
proper return from his 
labor. In fact, the 
labor barons have 
chosen to sidetrack 
this truth, and the 
stockholders, unor- 
ganized and inarticu- 
late, have not acted to 
defend themselves. 

Yet, investors have 
become a very impor- 
tant factor in our national life and if they unite, 
their forthright demand for consideration may act 
as a balancing force sufficient to bring sanity back 
into labor demands, and bulwark our system of free 
enterprise which has produced the highest standard 
of i for the workingman in the history of the 
world. 

Thus far management has overlooked the impor- 
tance of having investors represented in labor nego- 
tiations, and only in a limited way has sought to 
use the stockholder as a (Please turn to page 98) 
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Market In Important Testing Area 


The recent price advance has carried the market into an area where a substantial test 
must be logically anticipated. Strikes are beginning to hurt and further becloud an 
already uncertain business picture. This is hardly conducive to further rally. Our policy 
therefore remains one of caution. We see no need at this time to be more than 50% 


invested, as previously recommended. 


By A. T. MILLER 


n the face of continuance of steel and coal 
strikes which, if prolonged, portend a creeping in- 
dustrial paralysis in a matter of a few weeks, stock 
prices again pushed forward to new highs. The 
action of the market over the past fortnight has 
reflected a combination of technical and psychologi- 
cal factors which once more proved stronger than 
the threat of crippling strike impacts on a delicately 
balanced situation. Prices travelled pretty much 
along a one-way street though there have been profit 
taking interludes. Only on two occasions during the 
fortnightly period did the daily average close lower, 
and then by a thin margin, until the latter part of 
last week when they settled back modestly on profit 
taking and a renewed darkening of the labor outlook. 

However, to maintain a proper perspective, it 
must also be noted that the overall net advance for 
the period was limited to some four points, achieved 


only with the help of another “bullish” Dow signal, 
the actual significance of which has remained a mat- 
ter of controversy. Still this was sufficient to propel 
the daily average not only well into the 185-187 
resistance area but within shooting distance of last 
year’s October high of 190.19, top of the “Dewey 
rally” prior to the presidential elections, and ap- 
preciably closer to the 193.16 peak of last year’s 
summer rally, highest point since the market broke 
in 1946. In other words, even without the added 
factor of strikes, the market has reached an impor- 
tant testing area. With the duration of the strikes 
the greatest single problem, the test may be pro- 
longed — or even temporarily postponed. 


Reasons for Firmness 


What’s been behind the market’s buoyancy ? Probably 
many things, but foremost perhaps the 
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thought, so far without apparent sub- 
stance, that the steel-coal crisis will be 
settled before the consequences become 
too serious. Such thinking has been 
widespread, but it can hardly mean that 
adverse labor developments, or strike 
impacts, can be ignored indefinitely. Re- 
percussions to-date have been small but 
they are becoming more widespread 
daily and ultimately are bound to be- 
come a threat to the business recovery. 
Yet the market has clung to the belief 
that “it won’t be allowed to happen,” 
and perhaps rightly so. It looks indeed 
as if strikes were now moving towards 


280 


260 


240 


180 Government intervention. Meanwhile 
the market is bound to remain sensitive 
160 to labor news, just as it probably has 
been mindful of the fact that whatever 
the ultimate strike settlements, they 
140 will be basically inflationary or at least 
tend to arrest deflation since costs will 
120 be boosted to meet larger outlays gained 
by the workers. In this connection the 
expressed A.F.L. determination to drive 
- for a shorter work week without any 
cut in take-home pay is a relevant straw 
80 in the wind. 


is If these things should eventuate, as 
OcT. they threaten to, and if, additionally, 
there will be a speed-up of armament 
spending as a seemingly inevitable 
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By 
WARD GATES 


i. he question: Is 
bigness bad? is coming 
increasingly to the fore 
as the Federal Govern- 
ment is stepping up its 
fight against big busi- 
ness and alleged monop- 
oly on the theory that 
the problem of indus- 
trial concentration, 
thanks to loopholes in the anti-trust laws, is as un- 
solved as it was when the Sherman Act was first 
promulgated way back in 1890. 

It’s an important question, and far from academic 
as the growing number of anti-trust suits currently 
before the courts, or soon to reach the courts, shows. 
It is important not only to the companies concerned, 
but to our whole economy and our methods of doing 
business. And it is equally important to stockholders. 

Recent trends in anti-trust enforcement have re- 
flected a radical change in basic policy, it would seem. 
While “unfair competition,” “price-fixing” or “mo- 
nopoly” in the past were the traditional points under 
attack, it is now bigness itself which is viewed as a 
cardinal sin. Hence the question: Is bigness really 
bad? The trust-busters seem to think so as the latest 
action against the Great Atlantic & Pacific Tea Com- 
pany implies, though bigness as such has never before 
been considered a violation of the anti-trust laws. 
Certainly in the A. & P. case, no monopoly is involved 
nor can it be price-fixing in the sense in which that 
offense is usually meant. Yet the chain must be broken 
up even though the consumer is bound to suffer. It is 
simply bigness itself that appears under attack, and 
the apparent object is to protect small business rather 
than the consumer—who will have to pay the bill if 
the action succeeds. 
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The Advantages and Disadvantages of 
Industrial Concentration 


With the A. & P. case and others of similar nature, 
the spotlight in the Government’s fight against big- 
ness is turning from Congress to the courts and as 
these cases come up for decision, plenty of new anti- 
trust concepts are likely to find their way into law 
with potentially far-reaching effects on business and 
industry. The manufacture and distribution of scores 
of products are involved. Among those indicted are 
companies making such variegated products as alu- 
minum, tin cans, optical goods, dairy products, farm 
machinery, chemicals, roller bearings, shoe and tan- 
ning machinery, taxi cabs, to mention but a few. The 
well-known action against duPont, through which 
the Government seeks to sever the ties existing be- 
tween that company, though stock ownership, with 
General Motors and U. S. Rubber, is another clear-cut 
case against “bigness” primarily. 

For an idea of what may lie ahead for others, it is 
perhaps well to consider a recent report of the Fed- 
eral Trade Commission on the “Concentration of 
Productive Facilities,” a study covering manufactur- 
ing as a whole and twenty-six individual industries. 
The Commission’s yardstick for measuring concen- 
tration is net capital assets, ownership of 60% of 
which is used as a benchmark representing clear ma- 
jority of control in an industry. If this percentage 
figure has any meaning, and it undoubtedly has, then 
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| 26 Selected Manufacturing Industries, Proportion of Net capital Assets Owned by Leading Concerns, 1947 
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Percent of Net Capital Assets Owned by 
Icom- 2 com- 3 com- oa com- 8 com- 15 com- All com- 
pany panies panies panies panies panies panies _ 
Catingieunt. re 57.9 80.8 92.1 93.6 100.0 
2. Tin Cans and Other Tinware 55.2 92.1 95.3 96.4 100.0 
3) Alummamta} 55.0 85.0 100.0 ek . 100.0 
| 4. Copper Smelting and Refining 46.8 73.5 88.5 94.6 100.0 100.0 _ 
| 5. Biscuits, Crackers and Pretzels 46.3 57.0 67.7 71.40) 100.0 — 
6. Agricultural Machinery ... 45.3 56.8 66.6 75.4 82.1 100.0 
7. Office and Store eiien are ‘Gade : 42.0 56.3 69.5 74.3 85.3 89.6 100.0 
8. Motor Vehicles ... 40.9 62.8 68.7 70.7 77.3 86.1 100.0 | 
yy oni 36.6 64.4 77.6 878 0ti«‘“:«:W 100.0 
| 10. Plumbing Boulaneons pre Supplies... = 33.2 64.9 71.3 74.3 100.0 
11. Distilled Liquors(a) ..... Sis cae 29.0 53.3 72.4 84.6 943 100.0 _ 
12. Meat Products . coe haath acct 288 54.7 64.0 69.3 77.6 81.6 —*100.0 
| 13. Primary Steel . LEAL GATTO 28.6 42.0 49.2 545 69.3 77.2 100.0 _ 
14. Rubber Tires nal Soy 27.8 49.9 70.3 88.3 94.8 100.0 
15. Dairy Products . .. 27.5 48.9 55.8 59.6 71.3 ~~ 100.0 
16. Glass and Glassware LAS 24.9 49.1 57.4 62.2 73.9 100.0 
(ZA ac Lr ra ae 24.1 36.8 48.9 oe 100.0 
| 18. Footwear (Except Rubber) 23.6 39.6 43.4 46.8 53.1 57.5 100.0 _ 
Lit. L . gone 21.5 36.5 45.5 51.8 70.2 80.2 100.0 
20. Woolen and Worsted Seeds 16.7 23.5 28.1 30.3 36.4 mae 100.0 
Blsuenmcivicd) AM CeNiNGty) t..2e ce ee ee ne 15.8 28.8 41.7 475 55.2 60.7 100.0 _ 
| 22. Grain—Mill Products ........... scar 15.6 235 30.2 363 486 566 100.0 
| 23. Aircraft and Parts....... ATA 13.6 254 35.2 440 73.7 86.2 100.0 
24. Bread and Other Products (Excluding Biscuits — ra oe 13.0 20.0 25.4 30.6 38.2 100.0 
25. Canning and Preserving 10.7 21.4 32.0 39.4 51.0 59.2 100.0 _ 
26. Drugs and Medicines 8.4 16.5 23.5 30.0 47.7 100.0 
| (a)—Computed on basis of total assets. 

















60% is about as far as a few companies can safely 
go in their growth which thereafter would be auto- 
matically checked. More important than this per- 
centage is however the principle involved. Once the 
latter is firmly established, the percentage figure could 
be changed to whatever any Government might think 
it ought to be. 

The FTC study brings out that there are presently 
113 corporations, each with assets of over $100 mil- 
lion. Together these corporations own over $16 bil- 
lion of net capital assets (property, plant and equip- 
ment)—or 46% of the total net assets of all manu- 
facturing corporations. The Commission holds that 
if anything, this measure understates the level of 
concentration since large firms are usually more 
conservative in their depreciation policies than small 
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ones; hence on basis of gross assets, the percentage 
of ownership of the total would even be larger. 

In its study of individual industries, the Commis- 
sion findings reveal wide differencesifi the extent and 
character of concentration. At one extreme is the tin 
can industry, with the largest single company, Amer- 
ican Can Company, holding 55.2% of the entire in- 
dustry’s net capital assets. At the other end is woolen 
and worsted goods, in which the largest company, 
American Woolen Co., holds only 16.7% of the assets. 
Between these two extremes, the Commission study 
places the various industries in four separate groups 
representing extreme, high (though not extreme), 
moderate and low concentration. 

Conceivably those where concentration is labelled 
as extreme, are most vulnerable to anti-trust action 
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in the future (some of them are already involved). 
Thirteen industries fall into this category — where 
only three companies control over 60% of the net 
capital assets of their industry. These include alu- 
minum; tin cans and other tin ware; linoleum ; copper 
smelting and refining; cigarettes; distilled liquors; 
plumbing equipment and supplies; rubber tires and 
tubes; office machines; motor vehicles; biscuits and 
crackers; agricultural machinery and meat products. 
Their degree of concentration is charted on the dia- 
grams accompanying this article and based on 
FTC data. 


‘High, Though Not Extreme’”’ 


The next distinct group is represented by those in- 
dustries in which 60% control is attained by five or 
six companies. This group of “high (though not ex- 
treme)” concentration consists of glass and glass- 
ware; carpets and rugs; dairy products; primary 
steel; industrial chemicals; aircraft and parts. In 
steel, we find that the largest single company, U. S. 
Steel Corporation, owns 28.6% of the industry’s net 
capital assets; the largest two companies (including 
Bethlehem Steel) own 42% and the largest six com- 
panies own 63.4%. 

The remaining industries fall into the “moderate” 
and “low” concentration groups, the former consist- 
ing of electrical machinery; grain mill products; 
drugs and medicines; canning and preserving; and 
footwear (except rubber). Here 60% of control is 
attained by from eleven to fifteen companies, or about 
twice the number in the preceding group. 

In only two industries of the 26 analyzed is con- 
centration regarded as “low.” These are bakery prod- 
ucts and woolen & worsted goods. Even here there are 
giant companies but the concentration that does exist 
is limited to the industry’s leading firms, Continental 
Baking and American Woolen Co. The former con- 
trols 18% of industry facilities, the latter 16.7%. 

This of course is hardly the whole story on concen- 
tration even for the industries studied. For one, the 
yardstick used — net capital assets —is hardly an 
ideal one and open to challenge as a true measure of 
concentration. Moreover, all assets of companies with 
diversified production were assigned to their major 
product line. This raises the difficult problem of clas- 
sifying an industry. Thus General Motors, for ex- 
ample, is listed as controlling 41% of the automobile 
industry’s net capital assets. However, a goodly part 
of GM assets are related to output other than automo- 
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biles and trucks; in this and similar cases, an over- 
statement of the actual degree of concentration would 
seem to be indicated. 

On the appended table are listed the twenty-six 
industries analyzed, and the proportion of capital 
assets owned by leading concerns in 1947. The cases 
of “extreme” concentration are readily apparent. 
Since these particular concerns (in so far as actions 
are not now pending) are most apt to be singled out 
in any future action against “bigness,” let’s look at 
some of them more closely. 

The aluminum industry, already in the throes of 
anti-trust litigation, is controlled by three concerns 
with the biggest, Aluminum Co. of America, owning 
55% of industry capital assets. Reynolds Metal Co. 
holds 30%, Permanente Metals Corp. 15%. Alcoa, 
already back in 1944 was declared a “monopoly” but 
break-up plans were not then pressed pending evi- 
dence of the extent of new competition. The case will 
be resumed this month; whether Alcoa will be split 
up, as the Government suggests, depends on the 
court’s decision whether there now is adequate com- 
petition in the production of crude aluminum. 

Of total net capital assets of the tin can and tinware 
industry, American Can holds 55% and Continental 
Can some 37%; joint control amounts to 92.1%. 
American Can has also been subject to a monopoly 
suit centering on the charge that it requires the les- 
sees of its can closing machinery to buy all their 
containers from the company. A decision may be ex- 
pected soon. 

Of net capital assets of the linoleum industry, Arm- 
strong Cork Co. owns 57.9%, Congoleum-Nairn, Inc. 
22.9% and Paraffine Companies, Inc. 11.3%; the 
three together control 92.1% of total assets accord- 
ing to the Commission study. 


Copper, Cigarettes, liquor 


Of copper smelting and refining industry assets, 
Anaconda holds 46.8%, Kenecott 26.7% and Phelps 
Dodge Corp. 15%. Together the three companies con- 
trol 88% of industry assets. 

The “big four’ in the cigarette industry control 
87.8% of total industry assets; individual company 
ratios are: American Tobacco. 36.6% ; R. J. Reynolds 
Tobacco Co. 27.8% ; Liggett & Myers 13.2% and P. 
Lorillard Co. 10.2%. 

The liquor industry, too, has its “big four” which 
jointly control 84.6% of the industry’s net capital 
assets. These are Schenley (Please turn to page 94) 
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By GEORGE W. MATHIS 


| though 1949 may go down in history as 
a year of recession, shareholders in numerous indus- 
trial concerns are certain to enjoy dividends equal 
to last year and in many instances even more liberal 
ones. Evidence is accumulating that the crop of year- 
end dividends will be substantial, and that despite 
reductions and omissions, aggregate 1949 dividend 
payments may exceed the record total for 1948. In 
a period when earnings generally have declined, this 
may seem somewhat paradoxical, but there are sev- 
eral factors that support an optimistic viewpoint. 


At the outset of any discussion such as this, it must 
be realized that declaration of dividends is a matter 
of discretion by boards of directors. In other words, 
even the best founded analysis by outsiders as to po- 
tential dividend action can only point out pros and 
cons that the directors are pretty certain to weigh. 
Unpredictable circumstances, such as new plans re- 
quiring working capital, may completely alter valid 
expectations based on statistical evidence; the same 
may prove true in reverse due to hidden factors that 
stimulate increased liberality as to dividends. 


Aggressive Dividends Have Remained High 


In a year of widespread adjustments like 1949, and 
with many prophets predicting trouble on the road 
ahead, especially as volume and earnings declines 
were the general rule, it has been remarkable that 
dividend payments have been as liberal as they were. 
In the first half year, aggregate dividends paid by 
concerns on the New York Stock Exchange list were 
more than $1.85 billion, 11.2% above the total in the 
first six months of booming 1948. No less than 244 
companies distributed increased dividends, 474 made 
no changes, 118 lowered payments and only 37 de- 
ferred or completely omitted their usual dividends. 
To be sure, the staggered character of readjustments 
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among different industries left some of the most im- 
portant ones experiencing record activity in the cur- 
rent year, notably the steel and automotive industries. 
Enlarged distributions to shareholders by duPont, 
General Motors, U. S. Steel and other giant enter- 
prises swelled total dividend payments significantly. 
In similar manner, exceptionally favorable earnings 
last year induced other sizable concerns to liberalize 
dividend policies in 1949 despite reduced earnings. 
Among these we cite Southern Pacific Railroad and 
Standard Oil Company of New Jersey. 


No Sharp Dividend Drop Envisaged 


Now that almost ten months of the current year 
have elapsed without serious setback to the economy 
and the fall pick up in business has been an encourag- 
ing factor, it seems likely that fears of further divi- 
dend instability on any scale have largely vanished. 
Pessimists who pointed to former recessive periods 
like 1937, when dividend payments dropped 34%, 
have learned the fallacy of comparing current condi- 
tions with former periods. It is evident that numer- 
ous managements have overcome their readjustment 
pains with marked success and remained full of con- 
fidence as to near term potentials when a measure of 
price stability was restored. 

In studying prospects for year-end dividends, 
weight must be accorded to the fact that working 
capital problems have eased on a broad front. This 
applies especially to numerous large concerns that 
have now completed their postwar expansion and 
modernization programs. For several years past, in 
view of progressive deterioration in the market for 
venture capital, most enterprises have been forced to 
rely heavily on retained earnings to finance their 
capital requirements. To heighten the pressure for 
dividend conservatism, inflationary forces continu- 
ally pushed inventories to record levels, accentuating 
working capital needs. Lower prices in the current 
year, along with widespread efforts to reduce physical 
inventories, have substantially diminished working 
capital requirements on that score. 
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Hence, numerous concerns are now in a safe posi- 

tion to distribute a larger proportion of their earn- 

ings than in recent years. We emphasize the percent- 

age factor because it should carry weight in a period 

when earnings will probably not match former rec- 
ord levels. In prewar, it should be recalled, many if 
not most successful firms usually paid out around 

| 70% of net to their shareholders. This contrasts 
sharply with less than 40% distributed last year, 
and in many cases a much lower proportion. Some 
concerns of course still have incompleted improve- 
ment programs that will require conservation of 
working capital, but throughout the economy the ma- 
jority at least are no longer in this position and 
probably can treat their stockholders with increased 
liberality. 






















Enforcement of Section 102? 


It is equally important that the Government may 
exert increased pressure to stimulate larger dividend 
payments by corporations. With Federal deficits pil- 
ing up, it can be taken for granted that the tax offi- 
cials are not overlooking any opportunities to expand 
their revenues. Under Section 102 of the Revenue 








Act, the Treasury Department has authority to slap 
a substantial surtax on corporations whose earnings 
are classed as “unreasonably retained.” This penalty 
is assessed at the rate of 2714% on the first $100,000 
of such earnings and at 3814% on sums in excess of 
this amount. In the last few years when postwar 
prosperity so largely hinged on capital programs de- 
pendent on an abnormal retention of earnings, Sec- 
tion 102 was purposely allowed to sleep in a pigeon 
hole. It would not surprise if it were now dusted off 
and enforced, in view of radically changed conditions 
on both the industrial and the budget fronts. 

Some opportunities for a loophole in Section 102 
are presented due to constructions placed in defin- 
ing “unreasonably” retained earnings. Many con- 
cerns thus far in 1949 have expanded working capital 
through inventory liquidations, using the proceeds 
to pay off bank loans or have utilized substantial 
amounts of earnings for the same purpose. Others, as 
we have pointed out, can still point to new or un- 
finished improvement programs as a valid excuse for 
retaining sizable portions of net income. But what- 
ever excuse may be presented to the tax collectors 
is likely to be scrutinized from now on with inten- 
sified severity, and many concerns may feel it wiser 




































































































































































































































































































































| Statistical Data on Potential Candidates for Year-End Extras 
Net Income Available for Total Dividends Paid Out Percentage of 

Company Common Dividends (Per Share) Total Paid Out of Price 

Ist 6 Mos. 1949 Available Income Recent Range 

1947, 1948 = 1949 1947 1948 toDate 1947 1948 Price 1949 

Beatrice Foods eo nsnnm won $6.39 $9.01 $4.10 $3.50 $2.50 $2.25 54.7 27.7 56/456 l/4-32 
Bethlehem Steel wenn 498 92.36 5.9 2.00 2.40 ~_—«*i*«.8O 40.1 25.6 29  —-33%-23'/g 
Bigelow-Sanford . 10.64 8.11 2.01 4.00 3.20 1.80 375 39.4 «= 244%, 3138-221 
aaa a AB a 8.28 10.93 4.52 2.05 4.50 4.50 247 41.1 52h 54-421, 
Champion Paper & Fibre... 4 ae 5.57 8.70(c) ‘1.25 1.50 1.50 27.9 26.9 = 25/425 34-18!/2 
eae 7.72, 10.25 6.12 1.75 4.00 3.75 22.6 39.0 53 58 -44'/, 
Cities Service ....... inn ae (or)|6 6 150 3.00 ~—_—«*:«.5O 13.7 16.8 63% 63%4-38/e 
Commercial Credit ae a a ae 2.00 3.20 ~—2.70 51.9 37.7 555g «55 %e-46Y/g 
Congoleum-Nairn nn 4.55 5.78 1.76 2.00 2.25 1.125 43.9 389 27% 30 -24% 
_ OSS | ens * gas ae 2.50 3.50 3.00 378 = 31.1 62.65 47% 
Deo.  —. 3 8 68g) 30 2 te 51.3 34.4 39% ——-397%-30/g 
Doehler Jarvis ........ 5.98 7.29 3.11 1.625 2.50 1.50 27... 34.2 33%,  34%-25 
Dow Chemical Ca RAM) = BYS ss NOOIh) 1.30 38.0 26.8 50% 514-43 
El Paso Natural Gas tne 1.71 2.34 2.32(f) 80 80 90 46.7 341 26% 29 -23% 
Ex-Cell-O Corp. 5.23 6.26  6.55(h) 2.60 2.60 2.60 49.7 415 53 531-36 | 
Gulf Oil . Pence 10.53 13.53 4.53 2.75 3.00 3.00 26.1 22.1 6858 71'/a-56%4 
Houston Oil .. 3.68 5.54 2.53 1.00 2.00 _—*.00 27.1 36.1 39% 41-291 
International Business Machines... 16.44 11.21 6.16 6.00 4.00(b) 3.00(b) 36.4 35.6 17934 180-145% 
International Paper a. W067 13.36 5.95 4.00 5.00 3.00 34.2 37.4 63 63-41% 
Johns Manville ...... ms aS 1.15 2.00 ‘1.20 35.6 38.342 421/4-30!/, 
Lehigh Portland Cement 3.78 5.96 6.33(e) 1.50 2.00 1.50 39.6 33.5 42,  421/-33% 
Link Belt . 8.68 14.37 4.78 3.00 5.50 4.00 34.5 38.2 615% —66!/2-52!/, 
Minnesota Mining & Manufacturing... 5.94 6.51 EBL 1.55 2.10 1.90 26.0 32.2 86 89 -66\/, 
National Cash Register _ - te 3.22 2.25. -2.50(b) 2.00 32.2 31.9 32%  —351/4-30!/, 
National Steel 12.03 16.35 10.54 4.00 5.00(b) 3.75 33.2 30.5 84 9134-73!/2 
Ohio Oil 444 752 2.67 1.75 2.30 1.70 39.4 30.5 30/4 3334-231, 
Pfizer (Chas.) 6.27 6.36 3.04 2.75 2.75 1.50 43.8 43.3 48! ~—«511/p-40\/, 
Ruberoid : 10.88 11.80 3.86 2.75 3.25(b) 1.00 25.2 27.5 54 551/4-3954 

Skelly Oil 21.49 36.04 ‘11.66 2.50 5.00(b) 2.50(b) 11.6 13.8 JIN 1271/2-97 

Standard Oil of California... 8.25 1.83 5.55 3.20 4.00 3.00(b) 387 33.8 68%, 70 -55 
Standard Oil of New Jersey. nnnneccncncnnennne 9.83 12.44 4.54 4.00 2.00(b) 1.50(b) 40.6 16.0 71% 741/4-601/, 

Standard Steel Sprine 2.28 3.82 2.12 .50 1.25 1.05 21.9 aac 17, 1734-12 
Texas Company 7.90 12.03 4.55 3.00 _3.00(b) 3.00 37.9 249 61 611/-4854 
U. S. Gypsum 10.00 15.04 6.29 4.00 6.00 4.50 40.0 39.8 100%  1041/4-891/, 

a)—Ist 9 months 1949. (c)—Fiscal year April 30, 1949. (e)—12 months June 30, 1949. (g)—9 months July 31, 1949. 
b)—Plus stock dividend. (d)—Fiscal year May 31. (f)—12 months May 31, 1949. (h)—9 months August 31, 1949. 
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to pay out to their shareholders a larger portion of 
earnings rather than incur the risk of heavy tax 
penalties. The outlook in this respect here in the 
United States contrasts strangely with that in social- 
istic Britain, where policies to hold down all incomes 
recently led the Labor Government to threaten tax 
reprisals on any concern that increased dividend 
payments. — 


List of Potential Candidates 


On the appended table we list 34 concerns that 
possibly may declare year-end extras. We could have 
added many others but have selected those shown 
for special reasons determined by our research de- 
partment. Within space limitations we will discuss 
some of these situations herewith. In following our 
comments, it might be useful to study the table, be- 
cause company earnings are shown for the last two 
and a half years, along with dividend distributions 
and the percentage of total income paid out in 1947 
and 1948. From this it will be seen that we have in- 
cluded concerns only that restricted payments last 
year to less than 50% of available net income, most of 
them well below 40%. It seems rather obvious that 
continuation of these ultra-conservative policies will 
not endure indefinitely, and that a more liberal trend 
may develop in the near term, perhaps in the final 
quarterly period. 

While fourth quarter payments by Bethlehem Steel 
Corporation may hinge somewhat on the length of the 
current strike, granted a reasonably near termina- 
tion of this work interruption the company might 
feel warranted in paying a year-end extra, if only 
because since the beginning of 1948, dividends no 
larger than 60 cents a share quarterly have been dis- 
bursed. Last year when the company’s net rose to a 
then all-time high of $9.36 a share, almost 75% was 
retained to help finance a large scale improvement 
program. The only immediate benefit to shareholders 
from increased earnings last year was the receipt of 
60 cents quarterly dividends in contrast to 50 cents 
paid in 1947 (allowing for a 3 to 1 stock split). In the 
first half of 1949, net climbed to $5.91 a share and 
except for the current strike might have reached 
around $12 for the full year. This could be liberally 
discounted and yet leave room for a year-end extra. 
Expenditures of more than $90 million for capital 
improvements last year left the company’s working 
capital position somewhat tight, but reduced outlays 
in the current year and substantial leeway for fur- 
ther long term borrowing suggest that this factor 
might not preclude more liberal treatment of stock- 
holders at the year end. 


Good Chance of Repetition 


Last year, International Paper Company paid a 
year-end extra of $1 per share but earlier this year 
there was some doubt as to a repetition in 1949. Sup- 
port of this surmise was provided when production 
declined to a postwar low in July. But since then 
operations have continued to improve, as shown by 
production at 97.6% of capacity by the end of Sep- 
tember. Newsprint prices in the current year have 
been stable, though moderate cuts have been in effect 
for some other grades. This concern has virtually 
completed a vast expansion and improvement pro- 
gram, aside from a large new mill in the South, thus 
enhancing its potentials for experiencing reduced 
operating costs. While 1949 earnings will be less than 
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the $13.36 reported for 1948 (after liberal reserve 
allowances), $5.95 per share earned in the first half 
indicates no significant reduction for the full year. 
Thus it is reasonable to assume that the directors 
will again declare an extra payment during the final 
quarter. 


U. S. Gypsum 


United States Gypsum Company, dominant factor 
in its special field, seems to be earning only moder- 
ately less than in its record 1948 year, reporting net 
of $6.29 per share for the first half year compared 
with $7.15 in the first six months of 1948. Much en- 
larged production capacity, involving more than $14 
million outlays last year, is bearing fruit in restrict- 
ing volume declines in a year marked by reduced 
construction activities. An improved outlook in the 
building field, especially for low cost housing using 
many of U.S. Gypsum’s products, suggests continued 
good times for the company. 

Now that working capital needs are reduced, the 
company’s exceptionally strong financial position 
plus very satisfactory earnings should soon be re- 
flected by distribution of a larger portion of earnings. 
On October 1, an extra of $1.75 per share was paid, 
but as the company paid a similar extra in both the 
third and fourth quarters last year, there is little to 
suppose they will be less liberal in 1949. The possi- 
bility of stricter enforcement of Regulation 102, pre- 
viously referred to, may help work in this direction. 

From this same angle, some of the leading oil con- 
cerns may soon face income tax penalties if they 
continue to retain such substantial proportions of net 
earnings as last year. It is true of course that con- 
tinued costly outlays to develop new oil sources have 
vital significance that may temper tax decisions, but 
the percentage of net retained by many large petro- 
leum operators in 1948 seems all out of line. From 
our table it will be noted that Skelly Oil Company 
distributed in cash only 13.8% of net earnings last 
year, Standard Oil Company of New Jersey 16% and 
Cities Service Company only 16.8%. (The first two 
also paid stock dividends.) Shareholders in many of 
the oil companies have enjoyed larger dividend in- 
come in the current year, but the improvement has 
represented only a meager (Please turn to page 90) 
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Regional Diuity OF. 2.0 6s es 
BUSINESS POTENTIALS 


— IN THE LIGHT OF MIGRATION OF INDUSTRY, 


POPULATION AND INCOME SHIFTS 
By JOHN C. CRESSWILL 


Vine years of spectacular economic activity, 
generated by the war and dynamically fostered by 
postwar conditions, have brought into play, or inten- 
sified, migratory forces in our economy that have 
far from petered out with the end of the war or cul- 
mination of the postwar boom. If anything, these 
forces are receiving new stimuli, and to a goodly ex- 
tent they feed on themselves, assuring continuation 
of trends with significant business implications. 

Postwar industrial expansion has created new cen- 
ters of industry and they go on growing largely at 
the expense of older areas. The basic shift from East 
to West, and from North to South, continues. This is 
not to say that the older industrial areas, mainly in 
the Middle Atlantic states and the East North Central 
regions, have not participated in expansion. They 
have; but while their position as outstanding produc- 
tion centers as yet is far from seriously challenged, 
their rate of growth has been relatively smaller. 

The shifting of the center of gravity of American 
economic life westwards and southwards, due to cer- 
tain long term trends developing gradually before 
the war, has been accelerated through wartime es- 
tablishment of a large proportion of Government 
financed war plants throughout the Mississippi basin. 
In postwar years, planned geographic dispersion of 
plants and decentralization of operations has been 
taking place in large segments of industries. There 
has also been a good deal of industrial migration, 
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which may be further and strongly 
stimulated by the advent of the atomic 
age. 

Generally, decentralization grew 
from a desire to move nearer to im- 
portant markets, to follow population 
shifts; to tap new sources of labor or 
find cheaper labor; to obtain greater 
efficiency in smaller plants or to be 
nearer to new raw materials sources. 
Industrial migration, as distinguished 
from decentralization, may have been 
motivated by any of these factors in- 
cluding even prevailing weather con- 
ditions but a new one has been added: 
Migration or dispersal for security reasons as exem- 
plified by the trek to the Southwest of the aircraft 
industry. 

Thus industries have been leaving large cities and 
settling in smaller towns, and large enterprises are 
scattering their various plants instead of concentrat- 
ing them in one place. As a result, the industry of 
New England and the Middle Atlantic states is no 
longer growing as fast as it once did. But in the 
Southeast, Southwest, in Texas and in California, 
new factories have been built at an ever increasing 
rate. As yet, the defense motive—getting away from 
the Atlantic Coast—seems only a minor one. The 
chief considerations have been economic, but future 
emphasis may be the other way. 


Broad Changes by Regions and Industries 


Regardless of motive, there have been broad 
changes, regionally as well as far as individual in- 
dustries are concerned. Some industries have made 
great strides while the growth of others has been 
less marked, as outlined in an article in our July 2 
issue. Equally interesting and significant are the geo- 
graphical shifts which have occurred, the subject of 
our study at this time. Again, we find valuable data 
in the new Census of Manufactures undertaken by the 
Bureau of Census. The accompanying chart illus- 
trates the extent of industrial change in the various 
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states and major geographical regions of the country. 
It shows where manufacturing gains have been great- 
est, where average, where least, computed on basis 
of “value added by manufacture.” 

On this basis, the average gain in manufacturing, 
for U. S. as a whole, between 1939 and 1947 came to 
203.7%, but variations among individual states have 
been great, reflecting their changed stature and vary- 
ing growth rate. Thus we find the biggest percentage 
gains in areas formerly little industrialized but now 
containing lustily growing industrial centers, with 
the South showing the fastest rate of expansion and 
the West and Southwest closely following. Leading 
the parade is New Mexico with a gain of over 500%, 
no doubt related to the fact that it has become the 
center of atomic energy development. The rate of in- 
crease for Arkansas and Mississippi was over 300% ; 
not far behind are Kentucky, Kansas, Nebraska and 
Texas. In the latter state, the number of production 
workers nearly doubled while in the New England 
states, for instance, their number rose only 30% and 
in the Middle Atlantic states (including New York, 
New Jersey, Pennsylvania) only 50%. Elsewhere in 
the South, Alabama, Georgia and Louisiana also rank 
high with gains of 257%, 261% and 248%, re- 
spectively. 

Generally in the South and Southwest, gains have 
been above average, and the same is true of the West 
where California stands out with a rise of 256%, 
topped only by Oregon (829%) and Idaho (267%), 
while the state of Washington with 225% also outdid 
the national average. 


California and Texas 


In California, the number of production workers 
more than doubled and the number of industrial es- 
tablishments rose from 11,558 in 1939 to 17,645 in 
1947. This of course should not obscure the fact— 
and it applies to all the new growth areas—that they 
stand out in terms of relative gain rather than actual 
production. Though California’s rate of increase 
(256%) and that of Texas (282%) loom large com- 
pared to that of the state of New York (191%), the 
latter’s “value added by manufacture” in 1947 came 
to $9.6 billion, over $6 billion more than in 1939. 
Against this, California’s ‘value added” of roughly 
$4 billion, and that of Texas with $1.7 billion (both 
for 1947), helps restore a proper sense of proportion. 

The smallest gains were scored by the agricultural 
and mining states of the Northwest including Mon- 
tana, Wyoming and the Dakotas where the rates of 
increase in “value added,” averaging 145%, ran sub- 
stantially below the national average. The New Eng- 
land states did only little better with an average rise 
of about 180%. However, while the growth rate for 
Massachusetts, for instance, was only 182%, its 
“value added” of $3.3 billion (compared with $1.1 
billion in 1939) still looks impressive if compared 
with the $3 billion for the West South Central re- 
gions (Arkansas, Louisiana, Oklahoma, Texas) or 


_ the $5.5 billion for the Pacific states (Washington, 


Oregon and California). It also places into proper 
perspective the showing of such an important indus- 
trial state of New Jersey; though its rate of increase 
was only 175%, its “value added” in 1947 came to 
$4.2 billion while that of Pennsylvania (181%) 
totalled $6.9 billion. : 

All of which goes to show that while the new in- 
dustrial centers emerging in the South, Southwest 
and West have been growing at a tremendous pace, 
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they still lag considerably behind the East 1n actual 
economic and productive significance. Still the new 
trends are important from a business standpoint; as 
industrial production rises, so do population and in- 
comes, opening new and important consumer markets. 

As a matter of fact, both population and income 
trends have broadly paralleled industrial trends. 
While the total U. S. population in the past eight 
years rose by about 11%, the rate of gain in the 
West was 36% and that for the Pacific Coast states 
alone fully 48%. Next best was the West South Cen- 
tral area, comprising Arkansas, Louisiana, Okla- 
homa, Texas, with a gain of 13%, followed by New 
England and the East North Central regions (Ohio, 
Indiana, Illinois, Michigan, Wisconsin) with a rise 
in population of 12%. Since especially in the South 
and Southwest, the population gain has lagged con- 
siderably behind the region’s rise in industrial impor- 
tance, a further population influx there should be a 
logical consequence. The cycle has been more or less 
completed in the Far West, particularly in California; 
it is far from completed in (Please turn to page 92) 
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Washington tog 


SWITCH has been made in the government policy 
toward use of surplus airport properties which ap- 
pears to reflect thinking that industrial sites are 
more useful as a military adjunct than are flying 





WASHINGTON SEES: 


Congress has hit upon a completely safe subject 
for breast beating, one that won't arouse any great 
organized body of voters or determine the results 
of any election, and that accounts for the center of 
the stage given military unification in the dying 
says of the session. 


Delving below the surface facts, however, one 
may find a tricky piece of democratic party politics. 
It requires little knowledge of military practice to 
appreciate that President Truman could stop the 
row with a stroke of his pen on an order to the navy 
to pipe down. Such an order would take Defense 
Secretary Louis Johnson off the hot seat—but that’s 
exactly what Truman advisers don’t want to have 
happen. They suspect Johnson is running furiously 
for i. democratic Presidential nomination, and the 
White House party-men don't relish the idea. 


When the Defense Secretary announced sweep- 
ing economics in operation of the military estab- 
lishment and received general public applause, 
President Truman promptly stepped in to assert 
authorship of the savings plan. Now, tacit approval 
to the military arms to carry on their public quarrel 
comes into view as a second part of the “de-em- 
phasize Johnson” program. 


Victory won't be complete for any single service, 
but the navy is likely to carry off most of the awards. 
One reason is that Johnson favors the army and air 
force over the navy; another is that chairmen of 
both armed services committees in congress — 
Senator Tydings and Representative Vinson—are 
strong navy men. 
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fields. Demilitarized airports transferred to munici- 
palities would be put to industrial use under a bill 
which has been passed by congress and is on the 
President’s desk for signature. The original disposal 
measure restricted such property exclusively to air- 
port use. Committee testimony revealed many air- 
port structures now idle could be used for manufac- 
turing or other industrial operations. The law re- 
stricts the first five years revenue to other port 
maintenance. 


RELIEF to distressed communities is proceeding on a 
basis that is drawing approval even from sources 
which demanded through WPA days that localities 
should solve their own problems. John Steelman, 
assistant to the President is coordinating federal 
agency contract awards in a manner which gives a 
city suffering from unemployment first call on supply 
contracts where economically feasible, and the Hous- 
ing and Home Finance Agency is regulating the flow 
of new public housing on the same basis. Commerce 
Department studies report the idea—originally Steel- 
man’s—is working beneficially. 


POINT FOUR of the President’s program announced 
on Inauguration Day has finally reached bill form, 
but the time element is working against any action 
during the current session of congress. This phase 
of the world recovery act is designed to provide tech- 
nical assistance and investment to retarded coun- 
tries, to give them the know-how that made Ameri- 
can industrially great. Basic objection has been the 
potential cost, but now it’s found that the outlay will 
be relatively light: total cost would be 85 million dol- 
lars, of which the United States would put up 35 
millions, participating countries the remainder. 


WAR VETERANS suspect there is a move on foot to 
cut down on GI school allowances. VA Administrator 
Carl R. Gray, Jr., has estimated the cost of keeping 
the former servicemen in colleges will run to 60 bil- 
lion dollars between now and 1956, only 9 billion of 
which already has been spent. That would mean 16 
million vets with an average of 40 months eligibility 
each —a total of 600 million school months at an 
average cost of $100 a month each. 
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The federal social security system is tottering 
under the impact of private pension plans demanded by 
labor organizations who are showing signs of abandoning 
the fight to bring the Social Security Act up to the 
point of adequacy as they interpret that term. Hurrying 
to save the system, its friends on Capitol Hill are 
readying new and drastic legislation to slow the switch 
to employer-financed pensions. But it is admitted none 



















































satisfied the steel workers even if already on the books. 












Question faced by the ways and means committee 
is whether the security legislation should be re-cast to 
compete with the private retirement plans or, recognizing 




































private pension system into their work contracts. Among 
the calmer union leaders there is reported growing concern that the noncontributory 
retirement programs will amount to job freezes: a workman might not be able to 
switch employment without losing his nest-egg. 































































ici- First effort by the Social Security Board to meet the threat will be a 

bill congressional test (before adjournment this year, if possible) of whether it is 

= desirable to add 11 million new beneficiaries under the old-age and survivors 

ir- insurance program, increase benefits an average of 70 per cent. Contrary to the new 
ir- pattern of private systems, this would be a contributory project with both employers 
ac- and employees having their present payroll taxes upped sharply. The unions are on 
on the move toward “employer pay all" programs and they have not been conspicuously 


willing to compromise in the past, when success seems just ahead. 


What happens under a labor government has just been forcefully brought 






























































oe home by Sir Stafford Cripps' action in appeasing his party's wrath over devaluation, 

ies by boosting corporation taxes. But Cripps still has to face the task of obtaining a 

an, wage freeze while prices are going upward, and if the tacit promise that corporate 

ral levies will go even higher has an immediate encouraging effect, it will be lost in 

Sa the long run. The tax already is so high as to discourage incentive; the breaking 

ply point is near, say Embassy sources in Washington. 

OW Administration decision to abandon attempts to pass civil rights legis- 

a lation this year brings the congressional adjournment date into sight. By all sound 

} forecasts, the lawmakers should have Thanksgiving dinner at home. But civil rights 
movements are too valuable to be lost completely, and the democratic promises to 

ced revive the issue next year -- fully aware that its own party members will talk it to 

‘™, death in the senate. The hypocrisy isn't one-sided. Republican chieftains know 

a whatever chance they have of capturing southern congressional seats depends on 

ch- keeping the issue a democratic "family fight." They're needling the democrats, but 


an- doing nothing to force a vote. 
ay i- 

































































the Nothing will come of Rep. Wright Patman's attempt to muzzle business, 

vill prevent it from presenting its side of litigated questions to the general public 

lol- through the medium of advertising. Patman, following the lead of the new Attorney 

35 General, Howard McGrath, wants the Treasury Department to rule that paid advertising 
in the A&P anti-monopoly suit is not an "ordinary and necessary business expense," 

to therefore should not be permitted as a deduction from federal income tax. 

ce A&P has spent millions of dollars in newspaper space since the latest 

nil- court action was filed. Attorney General McGrath complains that the huge chain is 

of trying the case in the newspapers. But McGrath went to the same newspapers to 

16 present his argument. There was one major point of difference: A&P paid for the 

= space while McGrath took it free, via a press release! Which points up an advantage 


enjoyed (a word used in its literal sense) by the Department of Justice.” Patman 
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thinks deductible advertising is confined to promotion of specific commodities. 
If he's correct in that belief, all institutional advertising is out. What he ; 
evidently doesn't know is that the same question was raised last year and the a 
Treasury ruled out the suggestion. 


The "economy bloc" of congress, which wilted when Defense Secretary Louis 
Johnson took the self-proclaimed money savers at their word and closed down military 
establishments and armament centers with loss of employment and business in the 
districts of many congress members, has recruits to its side: Machinists Union, and 
the shipbuilder trade groups. The congressmen had swarmed to Johnson's office to 
reiterate their declarations for economy -- but in the other fellow's state. 



























































to shift the bulk of military aircraft production to government-owned plants in the 
midwest. Major complaint is against moving the Boeing operations from Seattle to 
Wichita. Regardless of where the planes are built, civilian workers will do the 
job. Which gives rise to the question why the machinists' union is worried. The ( 
answer is not too difficult: organization of workmen and maintenance of union 

membership, including dues payment, isn't easy on government property. 


Something different has come to Washington: the huge arms aid program 
involving 14 Western European countries and an outlay of 1.3 billion dollars, won't 
bring a new bureau into existence! The government has set the economical goal of 
500 added executive and other personnel, and easily 25 per cent of them will be 
assigned to missions in the beneficiary countries. Undertakings of far lesser 
proportions in the past have been the signal to set up a brand new bureau. 


Industry providing the materiel will deal directly with Pentagon Building 
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directly to the State Department. Several thousand workers in the lower pay 
brackets will prepare the goods for shipment, operating at the production sources 
and integrated with the staffs of the producers. The expected savings are 
substantial. 
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Sept. 27 radio address, already is under fire from several angles. But the costs -- 
the President neglected to mention the price tag -- is attracing the most attention. 
The federal tax burden today averages out at $282 for each person in the United 

States, $1,128 for the typical family of four. That's more than is spent, in aver- 
age, for food; it is claimed to be the largest single item of family living expense. 


























Not even the most optimistic Administration advocate expects the program 
to be carried out in full. It embraces some items which have failed to register 
Capitol Hill interest, some of which have flunked in preliminary tests. Included 
among the items is a greatly expanded public housing bill, federal aid to education, 
national health law, liberalized social security legislation, the Brannan Plan for 
agriculture, and 40 billion dollars worth of government-owned, multiple purpose 


power development to be created over a period of years. 














What the program would add to the cost of government is difficult to 
estimate. Some of the annual costs cannot be determined, all of them grow in size 
and expense as they age. However, it has been computed that in coming years it 
would add between 15.9 and 34.3 billion dollars to the annual bill, raise the indi- 
vidual's federal tax invoice as high as $490 a year more. 




















Whether the International Printing Pressmen's Union succeeds or fails in 
its suit to recover almost the entire assets of the estate of George Berry, its late 
president, it is certain that czaristic control in the hands of union chiefs will 
lessen. The pressmen make the point that their leader had intermingled his own 
funds with theirs, grew wealthy in the process. Berry made only limited financial 
reports to his membership and the activities weren't fully spotlighted until after 
his death. The pressmen's experience is expected to bring demand from rank-and-file 
unioneers for federal legislation requiring union officers to make public reports of 
financial standing of the unions, a thing they vigorously opposed in the past. 
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he dust and disturbance caused by devalua- 
tion will take some time to settle.” In these words the 
London Economist describes succinctly the beginning 
of what may prove a new era in the Western World’s 
trade relationships which opened with Sir Stafford 
Cripps’ momentous broadcast on September 18. 

During the past three weeks, over 30 sovereign 
countries have announced some alteration in the 
value of their currencies. The list is still growing 
and would be even more formidable, were all depend- 
ent (colonial) currencies included. The devaluations 
have affected thus far nearly 60 per cent of interna- 
tional trade (based on the 1948 figures) ; with U. S. 
foreign trade excluded, almost 90 per cent of inter- 
national trade has been affected. 

One can only speculate on the consequences of the 
developments that began to unroll on September 18. 
However, this at least can be said: We are living in 
a period of critical changes which will have an im- 
portant bearing on the future direction of world 
trade, and on international(*) economic relations in 
general. The world outside of the United States has 
become poorer in terms of dollars, but economically 
it may function more smoothly. At any rate the cur- 
rent developments are bound to be a milestone to 
which we shall continue to refer in the future. 

It is generally accepted that wholesale currency de- 
valuation is not and will not be the panacea for the 
world’s ills. “It will not meet all the claims for it, if 
sole reliance is placed on it as the solution to the com- 
prehensive world problem,” the National Foreign 
Trade Council points out in its recent analysis. But 
the devaluations have cleared the air, relaxed the ten- 
sion of the past six months, and at the least are mak- 
ing possible the return to more normal trade rela- 
tionships and practices. With currencies in general 


(*) “International” in this article pertains to the free countries of the West- 
ern World. 
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— South American Devaluations 
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“i Widespread Currency Devaluation 
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on a more realistic basis, speculation in dollars and 
in gold is likely to subside. More foreign trade is likely 
to be financed in sterling, guilder, and other foreign 
currencies. Such a development would, to some ex- 
tent at least, relieve the pressure for dollars. 

On the other hand, while relieving old strains and 
stresses, the devaluations have created new ones. 
This is hardly surprising, considering the extent of 
the cut in the pound sterling and the allied sterling 
area currencies. Among other things, the precarious 
balance between the inflationary and deflationary 
forces is bound to be disturbed in many countries, and 
unless strong measures are taken to halt inflation, 
— may be a set-back in the recovery achieved 
thus far. 


Multilateralism and Free Convertibility Nearer 


The greatest single achievement of the devalua- 
tions may remain, for a long time, an intangible one. 
The fixing of the pound sterling and other currencies 
at exchange rates which from all indications carry the 
conviction of being realistic, has unquestionably 
brought the Western World nearer to the free con- 
vertibility of currencies, and thereby definitely turned 
it onto the road to a multilateral system of trading 
(which implies free foreign exchange markets). If 
this is true, then it may be said that the postward 
trend which favored bilateral trading—and which, if 
unchecked, would have choked off the international 
exchange of goods, and interfered with economic 
progress—has been definitely reversed. 

But while the free convertibility of currencies and 
the ultimate re-establishment of the multilateral 
trading may be nearer, it is hard to say how much 
nearer. The road ahead is by no means without ob- 
stacles. The first step—which the more realistic ex- 
change rates will help to carry forward—must be the 
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reduction of surpluses and deficits in the interna- 
tional payments of individual countries. The next step 
may be the free “transferability” of the so-called 
currently earned pound sterling and other Western 
European currencies. This would mean that the ster- 
ling, guilders, French and Belgian francs, etc., aris- 
ing from current trade and service transactions 
(tourists, dividend remittances, etc.) would become 
freely transferable into each other and into dollars. 


Must Abandon Multiple Exchange Systems 


However, were free transferability to become a 
fact, there is likely to be still a long way to free con- 
vertibility which involves free movement of funds in 
general—including capital. Before free convertibility 
could be even considered, the countries must abandon 
the multiple foreign exchange systems (as France 
did recently) ; they would have to scrap most of their 
present bilateral trade agreements which disregard 
the existing international price levels and, in the case 
of Great Britain, something would have to be done 
about the blocked sterling balances. Unless these bal- 
ances are paid off, or funded into long-term obliga- 
tions, or neutralized in some way, there is always a 
danger that “leakages” will keep in existence various 
types of sterling—in other words, the multiple ex- 
change rates. 

A more immediate and more tangible result of the 
devaluation of the pound and other currencies should 
be the liberalization and the subsequent expansion of 
intra-Western European trade. As a matter of fact, 


the devaluation is likely to bring about a new era in 
Western Europe’s co-operation and recovery. Every- 
thing that the ERP Administrator, Mr. Hoffman, has 
been urging Western Europe to do, will now become 
much easier to do. 

In the first place, a more realistic pattern of ex- 
change rates is likely to induce the creditor nations, 
such as Belgium and Switzerland, to assume greater 
risks in holding other Western European currencies, 
and thereby shift from bilateral into multilateral 
trading. Second, with the artificial cheapness of the 
dollar and American goods a matter of the past, the 
Western Europeans will be more eager to exchange 
goods with each other. In this, they should be helped 
by the removal of import restrictions, the lowering of 
tariff barriers and other measures aimed at a greater 
liberalization of trade. 


Lifting of Quota Restrictions 


In Great Britain, for example, import quota re- 
strictions were removed from about half-of the goods 
that private traders buy from soft-currency areas. In 
Italy, import licences and other quantitative restric- 
tions were lifted from almost 100 different commodi- 
ties and articles, accounting for about 10 percent of 
total Italian imports. Similarly, France removed all 
import restrictions effective October 1 on about 15 
per cent of the goods purchased abroad. Further free- 
ing of intra-Western European currency payments 
and trade is expected from the meeting of the finance 
ministers in Paris during this month. 

The improvements in the 



































intra-European payments 
General Price Indexes Expressed in U. S. Dollars icone cll a ow a a 
(Adjusted for Currency Changes) should also help to intensify 
a the intra-European ex- 
1937 = 100 : 1948= 100 ||_ change of goods, though the 
Theoretical Theoretical d ° . 
‘Wholesale Price Post-Devalu- Post-Devalu- contributions and drawing 
1937 1948  Latest1949 ation Level 1948 Latest ation Level rights may have to be re- 
* oat calculated, since the new ex- 
United States 100 «6191 = 176 ~~ (Aug.) 176 100 92 (Aug.) 92 change rates are bound to 
Siti Haws affect the anticipated bal- 
Great Britain... 100 164 71 (July) 119 100 104 = (July) 73 ance of payment deficits and 
imlond _. 100 155 153 (June) ‘106 surpluses. In general, the 
Australia ... 100 138 «151 (June) «105 100 109 (June) 76 era of grossly artificial ex- 
New Zealand 100 «159-180 (May) =—:125 100 «113. (May) 79 change rates, subsidized ex- 
South Africa 100 «149-157 (July) ~—*t109 100 «105 (July) = 73 ports and complicated trade 
India .... 100 285 «= 302s (Aug.) ~—210 100 106 (Aug) 74 controls should be coming to 
wks an end. With the dollar mar- 
Countries Devaluing as much as Great Britain kets offering greater re- 
Sweden ....... 100 205 206 (June) 143 100 100 (June) 70 wards, fewer goods saleable 
Denmark 100 =. 20! 202. ~=(Aug.) 140 100 100 Aug.) 70 here are likely to be sucked 
Norway 100 145 149 (July) 104 100 103 (July) 72 into the bilateral schemes 
Fimand n=... 80D 302 260 (July) 181 100 86 = (July) 60 with the soft currency 
Netherlands . 100 176 185 (June) 129 100 105 (June) 73 areas, with a salutary effect 
Egypt 100 262 242 (June) 168 100 92 (June) 64 on dollar balance of pay- 
Countries Devaluing less than Great Britain ments positions. 
France ..... 100 «184.192 (July) 149 100 =104 =~ (July) 81 Thus, the devaluations 
Italy... a 100 192 178. (Aug.) 162 100 93 (Aug.) 85 should permit a freer inter- 
Canada ........... 100 182 185 (Aug.) 168 100 102 (Aug.) 94 change of goods in Western 
Belgium . 100 247 231 (June) 203 100 94 (June) 82 Europe. But while the com- 
Portugal . 100 207 206 (June) 179 100 100 (June) 87 petition with the American 
nie products within and outside 
Switzerland 100 211 += 200 (July) ~—200 100 95 (July) 95 Europe may be lessened, the 
Mexico 100 169 S119 (Aug.) 19 100 = 70 «{Aug.) = 70 industrial economies of 
Pakistan om 100(a) - ee ee a Western Europe, such as 
Western Germany, Great 
(a)—Aug. 12-19, 1939= 100. Britain, France and Bel- 
gium are bound to become 
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more directly competi- 
tive with each other. 
This, of course, is all to 
the good of the old 
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: U.S. ¢ Per Unit Foreign Units Per $ Trade in 1948(d) 
Continent. However, Old New. Reduc- Old New  $ Up- (000,000 $) 
such a development _ wet Currency Rate Rate tion % Rate Rate Valuation Exports Imports _ 
Tet poke wat ee et ae une | oer | eal 1545 
a, j 1 out rica poun % 4 . F P 
ae a i irelond _ pound 403.0 280.0 '30.5 248 357 $43.9 92, 5ST 
tempt some oO 1€ S. Rhodesia pound 403.0 280.0 | 248 357 | 106 197 | 
countries to indulge in || New Zealand . pound 403.0 280.0 248 357 4944451 
competitive devalua- Australia ......... pound 322.4 224.0 | 310 446 1,313 oe | 

alas India rupee 30.2 21.0 3.31 4.76 1,277 ; | 
tion. The readjustment Cavion: tupee 30.2 21.0 30.5 3.31 4.76 43.9 306 300 
of the present new ex- || Malaya dollar 47.0 32.7 2.13 3.06 814 842 
change rates is not at || Hong Kong dollar 25.2 17.5 3.97 5.71 399 523 | 
all unlikely, especiall British West Indies dollar 84.0 58.3 1.19 1.71 | 
if the es tt yes i ——— rupee 30.2 21.0 3.31 4.76 | 172 252 | 
f infl Egypt... “pound 413.3 287.2 242 348 591 663 
tions again set off Infla- |} |¢rGe1 (Palestine) pound 403.0 280.0 $30.5 248 348 | 43.9 134(a) 366(a) 
tionary spirals in cer- freq. dinar 403.0 280.0 .248 .348 80 186 
tain countries. The _ |jJordan. dinar 403.0 280.0 248 348 (b) (b) 
: : Iceland krona (15.4 10.7 6.49 9.34 6! 70 
danger in this respect : 
. 27. 19.3 3.60 5.18 1,108 1,378 
is perhaps the most se- oe tone 208 © «145.1305 480 6.91 | 439 569 712 
rious in France. Norway . krone 20.2 14.0 4.9% 7.14 | 416 748 
ance the deval-_ || Finland... markka 625 435 160.0 230.0 500 489 
ahha 6 drach 010 007 33.3 10,000 _—‘15,000 50.0 79(a) 341 (a) 
. a ni reece . rachma i A ‘ A , x a 
pnp Si eh at Netherlands guilder 37.7 26.3 30.2 2.65 3.80 433 1,025 | sl 

: ) Belgium & Luxembourg... franc 2.28 2.00 12.3 43.9 50.0 14.0 1,688 1,984 
brewing for some time, __}} Portugal escudo 4.00 = 3.48130 25.0 28.7 14.9 171 413 
and has brought about Western Germany . mark 30.0 23.8 20.6 3.33 4.20 25.9 1,580(c) 2,111 (c) 
the fall of the Govern-_ || Canada .. dollar 100.0 90.9 9.1 1.00 1.10 10.0 3.240 2,912 

tp - Thailand . tical 10.0 8.0 20.0 10.0 12.5 12.5 203 173 

ment 0 remler = |i indonesia _guilder 37.7 26,3 30.2 2.65 3.80 4.33 392 428 
Queuille which held |} Italy (no rate set) lira 174 1579.8 575.0 635.0 10.9 1,068 1,499 
the record for longevi- || muttipLe CURRENCY RATE COUNTRIES 
ty among the postwar France 
French Governments. Highest official franc 476 286 39.9 210.0 350.0 66.4 1,997 3,350 
Like Great Britain, —— sae franc .303 286 ©6556 330.0 350.0 5.9 
France could point to Highest official peso 29.8 29.8 3.36 3.36 1856 1,591 
considerable economic Lowest official peso 208 II.l 466 4.81 9.00 43.9 
achievement durin Uruguay | 
the past year or so ro Highest official peso 65.8 65.8 1.52 1.52 178 200 

~~ s Lowest official peso 44.4 333 25.0 2.25 3.00 333 
the reduction of her |) chi. 
trade deficit and dollar Highest official peso 5.16 5.16 19.4 19.4 328 269 | 
gap. But the price . Lowest official ..... peso 2.32 1.58 31.7 43.0 63.0 46.5 | 
" . _ pain 
rier = sale Highest official peseta 9.13 9.13 10.95 10.95 361 470 
inued to be fragile, Lowest official peseta 4.00 2.78 30.6 25.00 36.00 44.0 
since it has been based |} TOTAL 29,880 38,095 


as much on plain luck 
as on common sense. 
As long as industrial 
and agricultural pro- 








(a)—1947 


(b)—Included in Palestine. 





(c)—Germany. 
(d)—Calendar year with exceptions. 








duction kept on increasing, and as long as it was pos- 
sible to eliminate black markets and remove controls, 
the Queuille Government was successful in blocking 
the rise in wages (after an initial adjustment last 
winter) and in checking inflationary forces. 

With the devaluation, the pressure for the upward 
readjustment of wages has increased, and apparently 
the Queuille Government felt unable to block it any 
longer. To prevent the inflationary spiral from re- 
ceiving another twist, and the purchasing power of 
the franc from declining, all but the most moderate 
wage readjustment must be opposed. Any renewal of 
inflation would have serious political consequences. 
An indication that French confidence is again vacil- 
lating is the rise of the dollar in the black market to 
over 400 francs, from some 340 francs only a few 
months ago. 

Other European countries may be more successful 
than France in keeping down the inflationary pres- 
sure on their prices and in persuading their workers 
to accept a cut in the real standard of living. The 
problem is most serious in Great Britain and the 
Netherlands, which have to import a high percentage 
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of their raw material and foodstuff requirements, and 
in Sweden where prices are not quite in line yet with 
other countries, despite devaluation. This will be seen 
in the accompanying table giving a comparison of 
price levels of various countries adjusted for currency 
changes. The London Economist is of the opinion that 
the cost of the principal imported raw materials to 
the British manufacturer will increase about 10 per 
cent, provided the prices of raw materials from the 
sterling area itself do not increase as a result of de- 
valuation—a proviso which is highly improbable. 


Too Early for Final Appraisal 


It is still too early to say to what extent the al- 
tered exchange rates are an improvement in relation 
to the dollar and to each other. The uniform 30.5 
per cent devaluation by all the sterling area countries 
with the single exception of Pakistan is generally 
taken as a sign of the high degree of their solidarity. 
It was expected that Australia would use the de- 
valuation as an opportunity for bringing its pound 
back to parity with sterling, (Please turn to page 96) 
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COMPANIES 
Doing Better 
Than Their 
INDUSTRIES 





SELECTED BY OUR STAFF 


Yg n every recessive period there are usually 
a few outstanding concerns who forge ahead, coun- 
ter to the general downtrend, or surpass the per- 
formance of competitors. While economic factors 
may favor some of these enterprises, their vigorous 
progress in uncertain times can be assumed to re- 
flect marked managerial efficiency, an important ele- 
ment in investment appraisals. As widespread re- 
adjustments in the first half of 1949 reduced 
earnings of so many concerns, exceptions to the rule 
are interesting to examine. Hence we have selected 
for brief analysis four concerns that have done rela- 
tively better than the general performance of the 
industries of which they form a part. 

In order to lend weight to our study, we have 
chosen representatives of four different industries. 
The first of these, the paper group, has generally 
experienced lower sales and reduced earnings thus 
far in 1949. Practically every manufacturer of 
paper and paperboard has reported leaner profits in 
the first half year, due to over-capacity in relation 
to demand, curtailed production and declining 


prices. Producers of newsprint as a rule fared 
slightiy better but smaller earnings in the second 
half year are rather clearly indicated. A number of 
paper companies have reduced or omitted their divi- 
dends. One concern specializing in facial tissues and 
paper towels, Scott Paper Company, has had a more 
fortunate experience than most others in the paper 
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field. For this reason we have 
selected this company as a sample 
of exceptional progress. Record re- 
sults in the first half year indicate 
that recessionary 1949 may prove to 
be a banner year for the company. 
The major department stores op- 
erated under unusually difficult con- 
ditions in the first half year. Though 
unit sales held up rather well, dollar 
volume was lowered by reduced 
prices, mark-downs stimulated by 
the desire to clear shelves of un- 
wanted merchandise, and by hesi- 
tation of customers to spend a nor- 
mal proportion of disposable in- 
come. As wages and other operating 
costs remained high, margins were 
pinched and store profits in the first 
half year declined by an average of 
58% compared with the same 1948 
period, according to the National 
Retail Dry Goods Association. 31% 
of 228 reporting stores actually op- 
erated at a loss. Net after taxes for 
department stores was 1.2% of sales 
compared with 2.9% in 1948. As 
practically all stores faced similar 
problems in the readjustment pe- 
riod, those able to report above- 
average earnings in relation to 
the entire group obviously stand 
out. Among these we have chosen 
Federated Department Stores. 


The dairy industry, in contrast to most other 
groups, experienced increased demand in the 
first six months of the current year. During 
most of this period production of basic mate- 
rials expanded to permit stepped up activities. In 
the first four months, fluid milk supplies rose 3.5% 
above the year before, those of butter 21% and of 
cheese 20%. Despite somewhat lower prices, sales 
of the leading dairy concerns advanced as a rule 
because of the increased demand for most dairy 
products. As the decline in raw materials costs was 
somewhat sharper than those of selling prices, 
profit margins tended to widen on expanded volume. 
In consequence, several of the strongly established 
dairy firms reported net earnings somewhat higher 
than in the first half of 1948. In part this has been 
due to completion of modernization programs and 
to the fact that inventory adjustments have been 
less severe than a year earlier. The rapid turnover 
characteristic of this industry has always placed a 
premium on managerial efficiency, and through long 
experience the leading concerns are all amply forti- 
fied in this respect. It is interesting, however, to 
note which concern apparently has been able to 
benefit most outstandingly from the generally favor- 
able operating conditions that have marked the first 
half year for this industry. Evidence seems to point 
to Beatrice Foods as a candidate for commendation 
in this respect. : 





Good Performance By Leading Meat Packer 


The fiscal year of the meat packers ends on Octo- 
ber 31 and the earnings of the leading units in the 
industry will reveal wide variations. Public con- 
sumption of meat and (Please turn to page 94) 
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SCOTT PAPER COMPANY 


BUSINESS: Company is the dominant producer of toilet and facial tissues, 
paper towels and wax paper for home and business use. In addition to 
large mills, ownership of extensive timberlands and pulp plants promotes 
integration. 


OUTLOOK: A high reputation for quality products in wide use, low prices 
and unusually rapid replacement factors continue to enhance the growth 
potentials of the company, as has been the case for many years past. 
The popularity of well made tissues in competition with cloth products 
shows no signs of losing headway, in view of their combined economy 
and efficiency, while handlers of foods have increasingly learned the 
advantages of wax paper. Aggressive promotional activities this year 
have further stimulated demand to a point where it is exceeding the 
company's capacity.. Addition of new facilities and modernization of 
existing plants should expand the company’s output to record heights in 
the second half year, continuing a well marked uptrend earlier this year. 
Reduced costs of pulp, together with a 17.5% gain in sales in the first 
six months, widened margins and pushed up earnings 44.5% over the 
corresponding 1948 period. Net per share advanced to $2.73 per share 
in the first half year compared with $1.87 in 1948. A strongly entrenched 
trade position with 5,400 distributors throughout the country, aided by 
firm prices and increased output, suggest that net sales for full 1949 may 
reach about $85 million, a volume that might produce net earnings of 
around $5 million or approximately $5.70 per share. This would compare 
with $4.15 a share in full 1948. 


FINANCES: Sales of 45,000 shares of 4% preferred stock in June 1949 
enabled the company to retire $2 million bank loans and to provide funds 
for its improvement program and expanding business. 


MARKET ACTION: Recent price—60!/2 compares with a 1949 range of 
high—6234, low—46!/4. On basis of current 62'/, cents quarterly dividends, 
the yield would be 4.10%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 






















1940 1948 Change 

ASSETS (000 omitted) 
WN aac are Las eye vanes teks ecenreasoayvas oPeakexe $ 952 $ 3,629 +$ 2,677 
I IN icone cscseunsccsed” | Sasagians 1,002 + 1,002 
Yeceivables, Net ... 1,556 2,755 + 41,199 
Inventories .......... 4,268 10,215 + 5,947 
Other Current Assets ... 260 1,479 + 1,219 
TOTAL CURRENT ASSETS 7,036 19,080 + 12,044 
Plant and Equipment 15,788 28,926 + 13,138 
Less Depreciation 6,117 14,665 + 8,548 
Net Property .. aes 9,671 14,261 + 4,590 
Other Assets .. dade 3,617 2,414 — 1,203 
WRU MONE ooo caescecevesesisacsa vanecectoessecss $20,324 $35,755 +$15,431 
LIABILITIES 
ECCT RWG 65.6 vcniccesccvessisesscoctassness $ 1,096 $ 3,350 +$ 2,254 
Reserve for Taxes ....... ‘as 99. 2,985 + 1,991 
Other Current Liabilities ...... W111 55 -- 56 
TOTAL CURRENT LIABILITIES .. 2,201 6,390 + 4,189 
Other Liabilities . Oe 8 “‘Sisecass — 162 
Nee eine. —apekaae 2,000 + 2,000 
Common Stoc 6,577 12,012 + 5,435 
Preferred Stack 6,034 6,589 oh 555 

oi 5,350 8,764 + 3414 

1ES $20,324 $35,755 +$15,431 
WORKING CAPITAL .. $ 4,835 $12,690 +$ 7,855 
GENTE WENO coccscccccnessssccssseevssenscccess 3. 2.9 — 42 
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a t+ t1& + Shs.” 48% Pfd: 122,685 - $100 par —}—_}} -—— JS SS 
=e t is if | [= Ss. Common: 2,672,470 - $5 par —f Ft if 
+} {50 ce et cn Year: =: 31 if : 2 
4 ae =e } | ce + I + 15 
ora ares 75 Saas Some t t T 
hi ‘i ‘ s as itt am ij + “a + 
ht att = =a a = 
jt a ine ——u 
r — ee) T UL | fi eit Ti T 
= + __} } it | 
= f t ai 1 al i fo 
[ y SS 5 
— ca an Sarl (eh ESE | 
lee —— ——+ — aa aes ea - if 2 + i i a _ 
{ THOUSANDS OF SHARES + ——F + 10 =e —- THOUSANDS OF SHARES t—— - = arr S eel 
2 SS aS Sa SRY TNE Ya SE | Seca en SaaS Se Ge Serge Se | a a rs Fd 
ae { | ee 6 | SS SSS i ea Ge a 
fifa aah aattmMEIE | Vescsidattasalt bar alfa imafssecalf ct oa 4 
1941 1942 1943 | 1944 1945 | 1946 1947 | 1948 1949 | 1938 1939 1940 | 1941 1942 1943 1944 1945 1946 1947 1946 | 1949 
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FEDERATED DEPARTMENT STORES, INC. 


BUSINESS: Company controls eight large department stores, each long 
established and a leader in its locality. These include: Abraham & Straus 
of Brooklyn, Filene’s in Boston, Bloomingdale’s of New York, Foley's in 
Houston, Lazarus in Columbus, Ohio, Halliburton’s in Oklahoma City, 
Milwaukee Boston Store and Shillito’s in Cincinnati. 


OUTLOOK: Reported sale figures for the January | to July 30 period, 
as well as for 52 weeks ended July 30 clearly reflect exceptionally satis- 
factory progress. Net sales of $163.6 million in the first half fiscal com- 
pare with $151.6 million in the comparable 1948 span, while volume of 
$358 million for 52 weeks ended July 30 was greater than in any other 
similar period in the company’s history. Considering that unit prices were 
progressively lower on most classes of goods, it is clear that efforts to 
step up turnover and attract increased trade were highly successful. Com- 
parisons, though, are somewhat distorted by acquisition of Milwaukee 
Boston Store last November. Mark-downs and voluntarily reduced mar- 
gins adversely affected earnings but to a lesser extent than for most de- 
partment store operators. Net income of $4.1 million for six months ended 
July 30 equalled $1.44 per share and was about 29% below the com- 
parable showing a year earlier. As inventory accumulation has been very 
cautious this year and stocks have become well balanced, it seems likely 
that margins may widen somewhat in the normally most active second 
half year. Operating economies may result through recent steps to sim- 
plify the corporate organization. The parent company has offered 87,000 
shares of new common stock to several subsidiaries in exchange for their 
net assets, a move that would permit complete merger without affecting 


autonomous operation of the various units. 


FINANCES: As of January 31, current assets in relation to current liabili- 
ties had a comfortable ratio of 3.4 to 1, and combined cash and marketa- 
ble securities totalling $29 million closely matched $30.8 million of current 
liabilities. Inventories amounted to less than one-third of current assets. 


MARKET ACTION: Recent price of 31 was only fractionally below the 
top for 1949 and compared with a low of 2434. Based on annual divi- 
dends of $2 per share, the current yield is about 6.6%. 


COMPARATIVE BALANCE SHEET ITEMS 


ASSETS 


Marketable Securities 
Receivables, Net 
a 















Other Current Assets 2 
TOTAL CURRENT ASSETS ........................ 31,529 
Plant and Equipment .........................05 37,379 
Less Depreciation .......... 11,996 
Net Property . 25,383 
Other Assets ... ‘ 3,425 
I MINN Ss oc sed cccevccedecnccseicdacostuass $60,337 
LIABILITIES 

MERON INGE © dinicinacincaventcacdecunnssausie $ 3,219 
ID sox aia iain ca dn siahelubacicdiaiiaisiateaedhectances . 481 
Other Current Liabilities ...................... 351 
Reserves for Taxes ............... 1,423 
TOTAL CURRENT LIABILITIES ... 5,474 
RN oo oii se ceci ges dcdaptewnascasnones 571 
Other Liabilities ............... 8,063 
Long Term Indebtednes. 9,583 
Common Stock .... ue 9,208 
Preferred Stock 11,341 
Surplus .......... 16,097 
TOTAL LIABILI ce $60,337 
WORKING CAPITAL $26,055 
I I oiads seks sacnivecasesssavarsnants 5.7 


January 31, 
40 1 
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(000 omitted) 


$ 17,883 


2,677 
$153,529 


$ 15,531 
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BEATRICE FOODS COMPANY 


BUSINESS: A half century of growth for this Midwest dairy concern has 
won it third place in the industry as to annual sales. Largely owned in fee 
are 92 plants in 21 states for producing butter, processing milk, packing 
poultry and eggs, etc. Principal trade name is “Meadow Gold.” 


OUTLOOK: Prospects for well maintained high level sales of dairy prod- 
ucts are quite bright. With our population increasing at an average 
monthly rate of 200,000, mainly accounted for by new births, and national 
income remaining substantial, exceptionally stable demand for the essen- 
tial products of this concern are indicated. While prices in the current 
year have been reduced, costs of raw materials have declined more rap- 
idly. The company’s turnover is so rapid that risk of inventory losses is 
diminished. Despite lower prices, Beatrice Food's dollar volume of around 
$51 million for the first half of its current fiscal year ending February 28 
was only 6.8% below the same period of 1948. This attests to aggressive 
sales and promotional activities. How margins widened despite reduced 
volume is shown by net earnings of $4.10 per share for the six months 
compared with $2.99 the year before in the same interval. Not much 
further decline in wholesale prices is expected due to Government sup- 
port of primary markets. That management views the outlook with op- 
timism is shown by their action in June, raising the quarterly dividend 
rate to 75 cents per share and hinting that declaration of a year-end 
extra will be considered later on. The directors have approved a two-for- 
one stock split on which final action seems certain at a special meeting of 
stockholders, October 10. 

FINANCES: An exceptionally strong financial status is indicated by a 
current ratio of 6.3; cash holdings of $10.9 compared with current liabili- 
ties of $3.5 million. Inventories of only $4.9 million on February 28 con- 
trasted with annual sales of $192 million. 

MARKET ACTION: Recent price (prior to probable split-up) — 557, 
high point for 1949 compared with the year's low of 32. On the advanced 
dividend rate, the current yield is 5'2%. 


COMPARATIVE BALANCE SHEET ITEMS 


February 28, 
41 













1949 Change 
ASSETS (000 omitted) 
Gs hcdschidekssacsnnseub uch versedssalsssanareaween . $ 4,804 $10,965 +$ 6,161 
Receivables, Net 3,973 6,302 + 2,329 
Inventories ................ 2,612 4,917 + 2,305 
Ur GPE FADDOOS. .00.ccciccciccseccsccces.s —— ceensoss 355 + 355 
TOTAL CURRENT ASSETS ........................ 11,389 22,539 + 11,150 
Plan? and Equipment 30,190 35,702 + 5,512 
Less Depreciation ......... 17,968 19,432 + 1,464 
Fe NOT. rnnccissssscscenveconases 12,222 16,270 + 4,048 
Other Assets ..................:000 883 547 -— 336 
EID is... 55 facies. ves seap ssbacsecvaorucbersee $24,494 $39,356 +$14,862 
LIABILITIES 
NE UND oo seins nisi eisevisssevedecssse $ 626 $ 2,362 +$ 1,736 
I TN I io ocsccctcnsctinceenicinincnosss 1,027 1,170 +t 143 
TOTAL CURRENT LIABILITIES ................ 1,653 3,532 + 1,879 
NN eats psesccivsicnsxucseeneeeaans. ao sbkapnnpn 500 + 500 
Other Liabilities 60 78 oe 18 
NINN 00-5 0k cx Ssncs sh parmexupapaaneees 9,546 12,795 + 3,249 
INI soosiins cava sickeannyniaticnencmunen tess 9,132 5,746 — 3,386 
SII Sinhenisomienstnionieaens 4,103 16,705 + 12,602 
TOTAL LIABILITIES ........ $24,494 $39,356 +$14,862 
WORKING CAPITAL ..... $ 9,736 $19,007 +$ 9,271 
EE PRIRWNOD oo cesecncnccdsnsncensesescncnrsnnvese r ‘ 
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+ ne ees aa epee FA ee 
re Dilasaaet santaybananesass tints pil dinate op hasflcnataa-onaaal lanaaan asaath pois re i 
1941 1942 | 1943 | = 1945 I 1947 | 1948 baa 1936 | 1939 | 1940 1942 | | 1945 1946 1947 Hay | 1949 
[ 3.70 | 3.16 | 3.24 | 2.96 | 5.28 [10.03 | 6.39 [9.01 [Fifa so [1.74 | 189 | 3. : [asm] 208s aI ean ola 
2,00 1.1.75 | 1.85 | 2.05 | 2.05 | 2.05 | 3.50 | | 2.50 ow. {1.20 | 1.20 | 1.20 | 1.50 | 1.50 | 1.50 | 1.00 | 1.00 | 1.90 | 2.10 | 2.60 | 
irr 9.7 | 10.8 | 13.5 | 11.3 | 12.3 | 14.3 | 16.4 | 39.0 139.1 [139.4 [142.5 | 166.3 | 171.2 [182.9 [184.4 | 188.0 [180.8 /206.5 | 207.1 | wg q@ 


















SWIFT & COMPANY 


BUSINESS: Company is the world’s largest meat packer, operating plants 
in numerous live stock areas of the United States and Canada. Soaps, 
leather, dairy products, vegetable oils and a long list of specialties are 
included in Swift & Company's highly diversified cutput. 


OUTLOOK: A business experience of aimost 65 years has firmly en- 
trenched this leading packer with the trade, while widely advertised 
brands such as Brookfield, Premium and Silverleaf have become very 
popular with housewives. As this concern does not issue quarterly earnings 
reports, it is rather difficult to estimate results for the current fiscal year 
ending October 31. But operations in the current year have not been 
hampered by prolonged strikes as in 1948, and meat consumption has 
continued at high levels. Lower wholesale prices have been a factor in 
depressing volume somewhat, sales of approximately $1.65 billion in, the 
first nine months of the fiscal year comparing with $1.75 billion in the 
comparable period. As some competitors have increased their sales by 
sharp price cutting, it is not improbable that Swift & Company has widely 
refrained from such practice and through traditional good cost controls 
may be able to report 1949 earnings not far from last year’s level. Net 
of $3.08 per share in fiscal 1948 was after providing a special reserve of 
$10 million for high construction costs. The actual amount earned per 
share was $4.58. Quarterly dividends of 40 cents a share, supplemented 
by 75 cents on March |, 1949, are likely to prove stable. 


FINANCES: As of October 31, 1948, current assets of $322 million offset 
$115.6 million current liabilities by an ample margin. Aggregate long 
term debt of $81 million was entirely financed at rates below 3%. 


MARKET ACTION: Recent price—30!/g compares with a 1949 range of 
high—32!/2, low—2754. Current yield for the shares is 7.8%. 


COMPARATIVE BALANCE SHEET ITEMS 


October 30, 
940 1 

















948 Change 
ASSETS (900 omitted) 
MR Bt cee Su ovate saen anes bcneeateracrteeavseseens $ 30,481 $ 28,641 —$ 1,840 
Marketable Securities ......................606 14,775 51,383 + 36,608 
INO, IE nines ssigenscen sce <stescexdcexns 39,546 80,274 + 40,728 
BEPININEINIIDIS: "5505s ssocechsscosasosc0ssssccssnaencasasce 85,967 162,477 + 76,510 
TOTAL CURRENT ASSETSG........................ 170,769 222,775 + 152,006 
Plant and Equipment ......................0005 200,829 271,162 + 70,333 
Less Depreciation ...... 99,594 130,886 + 31,292 
Net Property ......... 101,235 140,276 + 39,041 
II oo fence shpuscsvaycaucprsucsunieuencares< 35,443 11,315 — 24,128 
RMNUNRNNG So 26 Za cere usacse sthardeksnxrssitseds 6,832 48,138 + 41,306 
I INS sc cen ccc se vaveccnstextevatsasoosexse $314,279 $522,504 +$208,225 
LIABILITIES 
IID, ia doccinensvsececnicosncioscons $ 8,156 $ 35,255 +$ 27,099 
Reserve for Taxes ............. 8,859 51,323 + 42,464 
Other Current Liabiilties ...... 11,200 29,031 + 17,831 
TOTAL CURRENT LIABILITIES.. 28,215 115,609 + 87,394 
IIIS: oc ceccscncvcecrorhinecceuccescey 26,637 43,767 + 17,130 
Long Term Debt 25,000 81,000 + 56,000 
II EINE cop cv cusses csiay-scageoocedierentoss. 150,000 Lo ree 
I sacristarecccneesmanennensesenssnscéveneagentexenne 84,427 132,128 47,701 
TOTAL LIABILITIES .. ... $314,279 $522,504 toe 225 
WORKING CAPITAL . $142,554 $207,166 +$ 64,612 
RPMI UNED cntescnessressccsee¥ecsshaservennsss 6.0 2.7 — 33 
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7 Britain’s recent 
currency devaluation set 
in motion a chain of events 
which promises moderate 
immediate relief for the 
gold mining industry in 
the sterling area and raises 
anew the question of pos- : : 
sible eventual upward adjustment in the official price 
of gold in this country. Although mining interests in 
major producing areas of the world were not dis- 
pleased with developments that followed recent 
Washington monetary conferences and recommenda- 
tions of the International Monetary Fund, they must 
be reminded of the familiar proverb: “All is not gold 
that glitters.” 

The fact of the matter is that much of prospective 
benefits of currency devaluation may be lost in rising 
costs of labor and materials. This outlook seems more 
apparent in the case of Canadian producers, at least, 
and this is the group in which American investors 
are chiefly interested. South African companies no 
doubt will feel adverse effects of inflationary forces, 
but since most of their purchases are made in the 
sterling area, adverse effects may not be so pro- 
nounced as in the case of Canadian companies whose 
normal source of machinery and fuel is the United 
States. Moreover, in case of Canadian concerns, in- 
dications now point to modifications in the Domin- 
ion’s subsidy program that may counteract in part 
benefits from the higher gold price obtained through 
sale of the precious metal in the United States. 

Until mining companies are compelled to raise 
wages and to purchase additional equipment in mar- 
kets outside devalued currency areas, worthwhile 
gains are likely to be realized. In case of Canadian 
producers, for example, output will be directed to the 
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United States Treasury, where the $35 
an ounce quotation in effect for more 
than fifteen years will be paid. The re- 
turn to Canadian mine owners is 
equivalent to $38.50 an ounce in Cana- 
dian funds. The change will be espe- 
cially favdérable for larger and more 
efficient producers which had been vir- 
tually excluded from benefits of the 
Canadian Government’s subsidy pro- 
gram. The Canadian cost-aid arrange- 
ment, scheduled to continue through 
next year, was formulated primarily to 
} assist marginal producers which other- 
~ wise might have been compelled to close 
down when the Canadian dollar was 
restored to parity with our currency 
three years ago. 

Devaluation of currencies in the rest 
of the world will have no appreciable 
effect one way or the other on Ameri- 
can gold producers, many of whom 
are non-ferrous metal mining concerns 
who recover gold and silver in con- 
nection with production of copper, lead 
and other base metals. Domestic gold 
interests regard recent devel- 
opments as a favorable step 
toward restoration of a free 
market for gold bullion, how- 
ever, and it is their belief that 
removal of restrictions on pub- 
lic ownership of refined gold or 
gold coins would result in a 
worldwide revival of popular 
demand for the precious metal. 
Eventually the recent currency 
adjustment may prove to have 
been a forerunner of world 
trade recovery and re-estab- 
lishment of a free market that 
would permit evaluation of gold at its correct eco- 
nomic level. Monetary authorities differ in their 
opinions as to whether gold would command a price 
higher than $35 an ounce if all restrictions were 
removed. 

In reviewing the outlook for stocks representing 
gold mining under current conditions, therefore, it 
is necessary to form conclusions regarding funda- 
mental economic trends, for it is apparent that 
operations of this industry are influenced primarily 
by costs of labor and materials and by the estab- 
lished price at which the precious metal may be 
sold. Unlike most manufacturing enterprises, the 
gold mining industry’s market is sharply restricted 
and the price at which output may be marketed is 
rigidly controlled. Costs of labor and materials, on 
the other hand, are governed by ordinary laws of 
supply and demand — in most parts of the world. 


Benefits from Recessive Conditions 


Depressions are welcomed by this industry, for 
unfavorable business conditions in other lines tend 
to reduce costs of materials and to enlarge the labor 
market. It is questionable whether deflationary 
forces prevalent early this year will continue to pro- 
vide promise of a downward course in mining costs 
in coming months. Agitation already has com- 
menced for a general wage increase for Canandian 
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miners as a consequence of devaluation of Canada’s 
currency. Concessions of some sort may have to be 
made before long. Inasmuch as labor represents 
from 50 to 60 per cent of operating costs for the 
average gold mining operation, it may be seen that 
an increase of 5 to 10 per cent in wage rates would 
represent more than a trifling factor so far as earn- 
ings are concerned. Fuel oil prices have declined, 
but coal quotations seem likely to remain at a high 
level. Equipment costs are unlikely to register any 
important drop. On the contrary, costs to Canadian 
miners almost certainly will advance in taking into 
account reduced purchasing power of Canadian 
funds in this country. Supplies ordinarily account 
for 25 to 30 per cent of operating costs. Inflationary 
trends in wages and materials affect roughly three- 
fourths of costs in mining. 


Although the Canandian government’s policy with 
reference to subsidy assistance for marginal pro- 
ducers has not been made entirely clear, it has been 
indicated that benefits that may be paid this year 
and in 1950 — the cost-aid act is due to expire at 
the end of next year — may be restricted in pro- 
portion to relief gained through currency devalua- 
tion. In other words, the windfall experienced 
through Sale of ouput at equivalent of $38.50 in 
Canandian funds apparently is to be subtracted 
from subsidy allowances, which on the average had 
been expected to approximate $3.50 an ounce on 
1949 production. Presumably only a few marginal 
producers whose costs have been extraordinarily 
high due to abnormal development work stand to 
benefit from the premium on sales to this country 
as well as Dominion cost-aid payments. 


In appraising prospects for Canandian gold pro- 
ducers, therefore, it may be well to give little if any 
consideration to the so-called Emergency Gold Min- 
ing Assistance Act enacted to compensate for 
elimination of the 10 per cent premium that pro- 
ducers had enjoyed while the Canandian dollar was 
at a discount in relation to our currency. As a mat- 
ter of fact, this program had contributed compara- 
tively little relief to larger companies with which 
American investors are familiar. Dome Mines, Ltd. 
management pointed out in its 1948 annual state- 
ment that handicaps on profitable operations im- 
posed by rising commodity prices had increased 


rather than diminished and expressed doubt that 


‘the subsidy program would afford important aid. 


The industry’s “basic dilemma,” the management 
reported, “can be solved only by a deflation in prices 
that enter into operating costs or by the receipt of 
a higher price for gold commensurate with the 
added costs of producing it.” 

One of the Dominion’s leading producers appears 
to have experienced a substantial non-recurring 
profit that is worthy of mention. McIntyre Porcu- 
pine Mines, Ltd., whose strong financial position 
enabled it to withhold from sale a portion of output, 
now is in position to cash in at the higher price 
prevailing for Canandian gold. This company’s man- 
agement protested against removal of the premium 
when Canada’s currency value was revised upward 
in 1946 and declined to offer for sale a substantial 
quantity of gold bullion. Instead, the ore was stored 
in anticipation of developments that recently oc- 
curred. The balance sheet at the close of March 31 
fiscal year showed inventory of gold and silver in 
storage having an indicated appraisal of $6,436,042, 
suggesting that the premium now restored means a 
windfall of about $643,600. 


Relatively Minor Benefits 


Few gold producers were as advantageously situ- 
ated as McIntyre to accumulate a stockpile of the 
yellow metal in anticipation of currency devalua- 
tion. Hence, most companies must be satisfied with 
relatively minor benefits arising from readjustments 
put into effect last month whereby premiums on out- 
put may be obtained. Accordingly, viewing the out- 
look over the near term, only modest improvement 
in earnings appears to be in prospect for this year 
as well as for early months of 1950. As a matter of 
fact, interim statements indicate that some pro- 
ducers may have been working on lower grade ore 
deposits with the result that 1949 earnings may 
show some retrogression from last year. In general, 
however, dividend policies are unlikely to be 
changed importantly. 

Dome Mines reported for the first six months this 
year a 17 per cent decline in net profit to the equiva- 
lent of 34 cents from 41 cents in the corresponding 
period last year. This poorer showing was attributed 
to a shift in operations (Please turn to page 89) 





















































Statistical Data on Leading Gold Shares 
Annual* Net Per Share 
Tons* Recovery* Production Price 
Milled Value Costs* (000 fine First 6 mos. Div. Div.(f) Earnings Recent Range 
(Thous.) PerTon PerTon ounces) 1947 1948 1949 1948 Yield Ratio(g) Price 1948-49 
Cee | one an Sees ae $({D).12 $(D).48 $(D).10(E) a gh 3, 43,- 2!/2 
Dome Mines ................. 620 $ 8.75 $6.25 155 1.09 84 34 $ .85 5.3 19.9 163, 19-11, 
Hollinger Consolidated 1,233 837 7.11 286 20 38 7 24 3.0 232 8% IWVYp,- My 
Homestake Mining ..... : 896 14.11 8.50 360 1.29 1.22 -62 2.00 45 36.3 4434 451/4-29!/ 
Lake Shore Mines.............. 321 14.62 9.62 133 .67 .60 41 Ni 6.0 21.4 12%, 14/4. 8 
Mcintyre Porcupine... 690 987 7.69 193 3.04(i) 3.04(i) 1.51 3.01 5.2 21.2 57%  58Yy-41 
Natomas... 26,358(a) .10(b) .05(b). 73 1.27 1.07 31 1.00 9.0 104 IIe 12% WA 
Pioneer Gold 51 1459 (15.95 22 (D).il —-(D).08 04(c) Nil Nil Nil 2% 3%. Y% 
Wiight-Horgreaves ___ 181 16.60 10.2285 A7 16 o7(h) 16 8.0 3«125—~Sti2 2"y- 15, 
*—Annually from latest available reports. (c)—Year ended March 31, 1949. (f)—Based on 1948 dividends. 
reed of cubic yards dredged. (D)—Deficit. (g)—Based on 1948 earnings. 
b)—Per yard. (E)—Estimated full year 1949. (h)—6 months to March 31, 1949. 
(i) —Before depletion. 
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_Ae an example of long term growth and 
stable earning power, the record of Commercial 
Credit Company has created unusual interest among 
students of American enterprise. Some 26,000 com- 
mon stockholders in this concern recently noted with 
satisfaction that the net worth of their company had 
topped $100 million dollars compared with an origi- 
nal capitalization of only $300,000 back in 1912. Prof- 
itable operations in every year of the two last decades 
alone piled up aggregate net income during the period 
of over $147 million, culminating in an annual peak 
of some $16.6 million in 1948. Except in 1933, holders 
of these equities have never failed to receive some 
dividends since the company was incorporated. Such 
a successful record invites close examination of the 
company’s present status and potentials. 

The main activities of this concern have always 
centered on diverse and highly specialized forms of 
banking, such as purchase of instalment paper and 
receivables, factoring etc. This class of banking per- 
mits relatively high interest rates to be earned, 
though risks are minimized by direct liens on auto- 
mobiles, appliances or other merchandise, often 
backed by guarantees and credit insurance. The ele- 
ment of insurance protection in these undertakings 
rather naturally led to the acquisition of five estab- 
lished insurance companies handling not only fire and 
casualty risks but credit, fidelity, surety, health and 
even workmen’s compensation. The field covered by 
Commercial Credit is so broad, embracing manufac- 
turers, wholesalers, textile operators and the general 
public (the latter serviced through more than 300 
local offices) that operations have tended to expand 
significantly in line with the general growth in the 
economy. Finally, the vast experience of Commercial 
Credit Company in economics and business proce- 
dures, has encouraged it to achieve diversification 
through ownership of several manufacturing con- 
cerns in carefully selected fields. 


OCTOBER 22, 1949 
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RCIAL 
CREDIT 
COMPANY 


By H. S. COFFIN 


With over-all income derived from at least 17 sub- 
sidiaries, many of which operate along distinctly dif- 
ferent lines and are influenced by various economic 
trends, an uninformed investor would find difficulty 
in grasping the intrinsic problems and opportunities 
of CCC. Fortunately, the management goes to great 
lengths in their reports to break down operating re- 
sults for its shareholders and to comment on the re- 
sults from each division To show the growth of Com- 
mercial Credit Company since 1940, we have tabu- 
lated comparative balance sheet items for that year 
and as of June 30, 1949. On another table we present 
statistics bearing on the company’s ten year operat- 
ing and earnings record. As succinctly as possible we 
will try to clarify the rather complex picture within 
space limitations. 

The predominant contribution to gross earnings 
stems from income derived from interest on instal- 
ment paper purchased. The vast increase in output 
of automobiles in postwar, aided by the convenience 
of purchasing on a time basis, has enabled the finance 
companies to expand their holdings of wholesale and 
individual instalment paper on a record scale. The 
spring boom in car sales this year continued to push 
purchases of paper of this kind into new high ground, 
but it was generally thought that the peak had been 
reached in view of a prospective decline in car sales 
in the second half year. Termination of Regulation W 
on June 30, 1949, however, ending restrictions on 
minimum down-payments and maximum maturities 
on instalment paper seems to have increased the pro- 
portion of car sales made on time. This also applies 
to the financing of refrigerators, television sets and 
a long list of home appliances. 


Sharp Rise In Instalment Credit 


Just what the trend has been since midyear is well 
shown by data released by the Federal Reserve 
Board. The volume of instalment credit increased 
$282 million in August to a new high of more than 
$9.6 billion. The biggest increase came from an ex- 
pansion of $157 million in automobile paper, followed 
by a gain of $63 million in instalment notes issued on 
sales of furniture and home appliances. While it is 
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possible that further gains may have been estab- 
lished in September and even in October, caution sug- 
gests that current conditions may soon reverse the 
trend and that in 1950 purchases of time paper will 
be somewhat lower than in the current year. 


Mounting Receivables 


As for Commercial Credit Company, purchases of 
$916.4 million gross receivables in the first six 
months of 1949 were about $75 million larger than in 
the corresponding 1948 period. Of the total, the 
largest item involved $475.5 million wholesale motor 
instalment receivables of relatively short maturity 
and lower interest rates, an increase of $92 million 
over the first half of 1948. Retail motor paper, ac- 
counted for $186 million, higher by $53.5 million 
than in the first half of 1949. In contrast, some pur- 
chases of other types of receivables were moderately 
to sharply lower than a year earlier. Some months 
ago the management planned to reduce large hold- 
ings of F.H.A. instalment receivables (insured prop- 
erty improvement loans) in order to replace them 
with more profitable motor receivables of much 
shorter maturity. In consequence, purchases of 
F.H.A. receivables amounted to only $6.9 million in 
the first six months of 1949 compared with $44 mil- 
lion in the same 1948 period. As the company has now 
discontinued the purchase of this special paper en- 
tirely, holdings of $92.9 million on June 30 will be 
gradually liquidated and replaced with more remun- 
erative receivables. 

Because of recessionary influences in the textile 
industry since the beginning of 1949, the company’s 
factoring subsidiaries bought only $97.6 million re- 
ceivables in the first half year compared with $119.6 
million during the first six months a year earlier. 
Purchases of open accounts, notes and mortgages in 
the first six months declined to $87.9 million from 
$104 million in the comparable 1948 span. On balance, 
as we have stated, Commercial Credit Company sub- 
stantially increased its purchasing activities through 
midyear of 1949. Data for the following two months 
are not available, but beyond much doubt the uptrend 
was continued in view of the encouraging report on 





instalment credit issued by the Federal Reserve 
Board. 

Unlike industrial enterprises, the finance com- 
panies do not lean on current activities so heavily in 
determining interim earnings. This is because earn- 
ings from instalment paper appear on the books only 
as periodic payments are actually made. In other 
words profits from this division stem substantially 
from former acquisitions of paper, so that the total 
of receivables on hand provides a relatively depend- 
able clue to income expectancies for many months 
ahead. In recessionary periods, of course, collections 
may slow down and repossessions mount, but losses 
normally are small compared with volume and Com- 
mercial Credit Company maintains liberal reserves 
to allow for them. 

In the first half of 1949, the company’s finance sub- 
sidiaries specializing in different fields produced 
combined gross income of $20.5 million after pro- 
vision for losses. In the same 1948 interval, the figure 
stood at $17.4 million. After expenses and income 
taxes, net profits from operations for this division 
amounted to approximately $3.9 million compared 
with $3.2 million as of midyear 1948. Because of 
increased investments in receivables, it seems pretty 
certain that income from this source will expand 
for months to come and become a stabilizing influ- 
ence on net through most of 1950 despite the prospect 
of reduced future purchases of receivables and a 
possible downtrend in income from other divisions. 
Allowance should be made, though, for potentially 
smaller margins on instalment paper in view of 
excessive competition, while the easing of credit 
terms may bring somewhat larger losses on this kind 
of business. 


Credit Policy 


Commercial Credit Company reports that it has 
tried hard to keep down-payments and maturities on 
the level prevailing prior to the end of Regulation W, 
but has found it impossible in view of heavy competi- 
tion. Some 12,000 banks are now offering extremely 
liberal terms to customers desirous of financing pur- 
chases of cars, appliances or embarking on improve- 






























































Long Term Operating and Earnings Record 
Net 
Net Income 

Gross Re- Gross Net Income as ¥, of 

ceivables Insurance Sales— Gross From Net Gross Net Dividends 

Acquired Premiums Mfg.Cos. Income Operations Taxes Income Income Per Per Price 

$ million Share Share Range 
1949 (First Half) $ 916.4 $23.7 $36.5 $43.0 $ 7.8 $ 5.8 $ 7.8 18.2% $ 4.02 $1.80 *5574-46!/g 
1948 1.767.9 37.3 90.4 83.4 16.6 12.5 (a)16.6 20.0 (b)8.56 3.20 533-363 
1947 1.486.7 29.3 83.6 61.3 9.0 6.3 7.9 13.0 3.85 2.00 48!/,-36 
1946 877.0 23.4 55.8 42.0 4.8 1.6 4.8 11.5 2.15 2.00 593,-36!/, 
1945 451.3 16.2 58.7 32.9 4.2 2.9 5.0 15.2 2.40 2.00 53!/4-3874 
1944 . 469.6 17.9 75.3 36.1 vA | 4.2 5.6 15.7 277 2.25 43!/-37|/, 
1943 476.8 17.0 78.1 35.3 6.4 3.3 6.3 17.9 3.17 3.00 44 -25!/, 
1942 569.4 8.2 22.6 bi Be 4 7.5 5.2 6.9 18.7 3.51 3.00 291/4-1 b/g 
1941 1.018.5 17.2 —_ 36.1 9.0 5.3 9.0 25.1 4.65 3.00 31 -16l4 
1940 845.2 11.5 a 25.8 8.3 2.8 8.3 32.1 4.23 3.25 48 -273% 
Sj Ee EE RT 625.8 7 con 21.5 7.9 1.3 7.9 36.7 4.01 4.00 57 -38% 
10-Year Average 1939-48... $ 858.8 $17.9 $46.4 $41.1 $ 8.0 $ 4.5 $ 7.8 20.5% $ 4.17 $2.77 5934-1 6'/g 
(a) Excluding non-recurring item of $4.5 million returned to income from reserve. (b) Before $2.44 per share non-recurring income. 
* 1949 to-date. 
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funds at 3.33% annual discount F——}— beac baad — TT ———- 
rates. Due to ‘monthly payments = |-———;-— Finance Compang ——_}— Wenle hus — 
of principal, however, the actual aimee cen i - 
interest rate is substantially [-—7— ee High - 528 — 
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Operations of Commercial Credit + pkg ge oe es | CE Ries 
Company’s five insurance com- it ae et e 
pany subsidiaries were increas- ee + —— eee —s ‘il i a 
ingly profitable during the post- f +f — anes = 1 Wi t Ht Ia | 50 
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Company advanced to $17.2 mil- I | % 
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of 23% compared with the first 4.60 | 4.01 | 4.23 | 4.65 | 3.56 | 3.17 | 2.80 | 2-401 15 T 4.30 | 8.56 | ‘fam 
half of 1948. Net income from 4.00 | 4.00 | 3.25 | 3.00 | 3.00 | 3.00 | 2.25 | 2.00 | 2.00 | 2.00 | 3.20 | ow 
operations rose.at a faster pace to 148.6 | 111.2 '127.9 | 156.7 | 125.4 | 120.7 |123.2 | 103.2 | 110.8 (167.5 | 257.2 | Wg Co $ Mil 
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$2.6 million, a gain of more than 

60% over the comparable period last year. The 
greater portion of gross premiums mentioned as well 
as of $26.3 million reserves for unearned premiums 
are applicable to Calvert Fire Insurance Company, 
all of whose premiums are derived from the finance 
companies. All of these subsidiaries are in excep- 
tionally sound and liquid position, with holdings of 
U. S. Government and Canadian Government bonds 
and other issues mainly maturing no later than De- 
cember 31, 1952. 

The seven manufacturing subsidiaries of Com- 
mercial Credit Company, all but one 100% owned, 
operate in various fields. Agar Packing & Provision 
Corporation is a Chicago pork packer ; Croname, Inc. 
manufactures name plates, instrument dials and 
similar products; Goslin-Birmingham Manufactur- 
ing Company makes special heavy machinery, filters, 
evaporators, etc.; Kilgore Manufacturing Company 
produces signal lights, cap pistols, fuses and plastics; 
Kaydon Engineering Corporation specializes in roller 
and ball bearing equipment; Miller Printing Machin- 
ery Company makes printing machinery and presses. 


Earnings from Manufacturing 


While all of the manufacturing units operated 
profitably last year, their combined net income con- 
tributing more than $6.2 million to the parent’s total 
earnings in 1948, the business recession last spring 
adversely affected their operations. Details of their 
individual operations are not available, but in the 
first half of the current year, their combined sales 
declined to $36.5 million compared with $45.7 million 
in the related 1948 interval. On this reduced volume, 
their total net earnings dropped sharply to $1.28 mil- 
lion from $3.4 million for the six months ended June 
30, 1948. The recent experience is much in line with 
that of numerous other manufacturers and it is safe 
to assume that after completion of readjustments, 
their earnings should improve. 

Commercial Credit’s total investment in these sub- 
sidiaries as of June 30, 1949, was approximately 
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$11.9 million and since their acquisition they have 
paid more than $22 million in cash dividends out of 
earnnigs, in addition to payment of $855,387 repre- 
senting return of capital. This attests to exceptionally 
efficient management and promotes confidence in 
future operations. All of these companies are 
strongly financed and their combined net worth after 
substantial reserves now aggregates more than $16.8 
million; their realization value is probably much in 
excess of this sum. 


Shareholders in Com- (Please turn to page 91) 






































| Competition Balance Sheet ae _ 
Dec. 31 June 30 
1940 1949 Change 

ASSETS (000 omitted) __ 

Cash . ey , .$ 33,980 $ 49,996 +$ 16,016 
Marketable Cusine. ee 58,688 + 58,688 
Receivables, Net ....... pe . 299,884 485,826 + 185,942 
Other Current Assets... ccc tae 19,423 +. 19,423 
Total Current Assets......................... 333,864 613,933 + 280,069 
Plant and Equipment... 9,674 + 9,674 
Less Depreciation ee cccceeennee 3,963 - 3,963 
ACL CETL antes Bes 5,711 + 65,711 
Other Assets ........ 6,151 3,482 2,669 
TOTAL ASSETS $340,015 $623,126 +$283,111 
LIABILITIES 

Accounts Payable ... $ 18,162 $ 35,188 +$ 17,026 
Short Term Notes.......... .. 199,669 259,669 + 60,000 
Other Current Liabilities. 16,503 + 16,503 
Total Current Liabilities.......... . 217,831 311,360 + 93,529 
Long Term Debt... 30,000 171,500 + 141,500 
Reserves .. Sa ae 11,951 11,196 —_ 755 
Other Liabilities 15,340 26,506 + 11,166 
Common Stock cece 18,420 18,414 _— 6 
Pretened Sicek —....... FZI94 25,000 + 12,806 
Surplus ........... 34,279 59,150 + 24,871 
TOTAL LIABILITIES $340,015 $623,126 +$283,111 
Working Capital $116,033 $302,573 +$186,540 
Current Raters oe 1.9 + 4 
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The Last of... 

Preferred 

Stocks with 
Dividend 


Arrears 


By PHILLIP DOBBS 


y he depressed 1930s left in their wake quite 
a long list of preferred stocks with dividends in ar- 
rears, some of discouraging proportions. In numer- 
ous cases holders of these senior securities, as well as 
investors in the respective equities, had good reason 
to fear that chances for dividend resumption were 
remote. Year after year the accumulation of unpaid 
preferred dividends had continued to mount, depress- 
ing prices for the shares to unusually low levels rela- 
tive to their “call” on future earnings. Now, however, 
the roster of preferreds in this category has shrunken 
surprisingly, stimulating interest in those with ar- 
rears still uncleared. 

Whereas at the time of Pearl Harbor, no less than 
116 issues of preferred stocks listed on the New York 
Stock Exchange were in arrears, by 1946 the number 
had declined to 48 and at latest count was found fur- 
ther reduced to only 26. It is also significant that of 
this number, only nine are senior issues of industrial 
enterprises, the balance representing public utilities 
or railroads and mainly in process of reorganization. 

All of this improvement reflects the widespread 
recovery of the economy resulting from wartime 
prosperity together with boom conditions in postwar. 
Record earnings and low money rates have enabled 
many formerly hard pressed or marginal concerns to 
set their houses in order for the first time in many 
years and start fresh without the handicap of moun- 
tainous preferred arrears. In this process, prices of 
many of the tainted preferreds soared skyward at 
the prospect of increased value through payment of 
arrearages, with a corresponding upward trend in 
depressed values for their equities, some of which are 
now paying liberal dividends. 

It should not be assumed that higher earnings alone 
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have been responsible for restoring divi- 
dend stability of many of these senior is- 
sues. Recapitalizations involving an ex- 
change for various amounts of lower rate 
preferreds and/or common stocks often 
played an important part, though partial 
or complete liquidation of arrears in cash 
frequently occurred. In quite a number of 
cases where holders of the preferred re- 
fused to consent to exchanges, their stock 
was called at a premium redemption price, 
together with accumulated dividends. 

As an outstanding example of the fore- 
going, we might cite Guantanamo Sugar 
Company 8% preferred on which arrears 
of $122 a share had accumulated as of Oc- 
tober 1, 1945. Holders of this issue at that 
date had been offered an opportunity to ex- 
change their stock for 214 shares of new 
5% cumulative preferred, but the stock of 
non-assentors was redeemed at $227 per 
share in cash, including the call price of 
105 and the arrears. Considering that in 
1939, when no dividends had been paid for 
a full decade, the price of these shares sank 
as low as $9 per share, an advance in value 
PER in six years to 227 certainly verged on the 
2 spectacular. In lesser degree the same could 

be said of numerous other similar instances. 

Speculative interest in preferred stocks 
with large amounts of accumulative divi- 
dends in arrears is often heightened from 
the tax angle, but due to the complexities 
involved, no general conclusions are feasi- 
ble. Tax experts generally agree that since 
preferreds in arrears are bought “flat,” or 
in other words without definite dividend accruals, 
earnings only applicable to the years following the 
date of purchase can be used in paying dividends sub- 
ject to taxation. 

Thus when a preferred stock in arrears is redeemed 
and dividends fully cleared up, a big question arises 
as to the matter of capital gains extending to arrears 
as well as ordinary price gains established from pur- 
chase at a lower level. Some attorneys hold that li- 
quidation of the arrears merely reduced the original 
cost of the shares, and undoubtedly there have been 
cases where the Treasury Department has agreed. 
On the other hand, so many fine legal distinctions 
often crop up that final decisions have frequently been 
adverse to the stockholder, or only partially allotted 
him tax benefits. Thus while possible benefits may 
accrue from claiming liquidation of arrears as capi- 
tal gains rather than ordinary income, no assurance 
of substantiation presents itself until the tax col- 
lectors clarify the picture. 

On an appended table we list the 26 issues of pre- 
ferred stocks currently still in arrears. It will be no- 
ticed that in several instances, more than one class 
of senior stock in an individual company is included. 
How widely speculative opinion differs in rating the 
potentials of these relatively few remaining samples 
of dividend casualties in the senior list is well illus- 
trated by comparing their current prices with the 
amounts in arrears. As shown, quotations for nine 
stocks are substantially above par but the majority 
range from a price of 90 to as low as 7. Some of these 
situations have dragged on for many years with a 
chance of only a seeming miracle to improve their 
fundamental status, some offer better speculative op- 
portunities and a few are in reorganization stages 
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advanced enough to provide clues to their inherent.” 


values. 

Of aggregate unpaid dividends #mounting to more 
than $837 million on a recent date, more than $404 
million was accounted for by a single large utility 
holding concern, American & Foreign Power Com- 
pany. For five years until the fall of 1948, this con- 
cern has been paying dividends regularly on its $7 
and $6 first preferred stocks, but without attempting 
to clear up sizable over-due dividends, meanwhile 
allowing arrears on its $7 second preferred to reach 
a peak of $141 per share. 


Higher Subsidiary Earnings 


Thus far in 1949, the earnings of subsidiaries have 
substantially improved, but insufficient cash of the 
parent has precluded dividends on all issues of pre- 
ferred stock. Last May, the SEC directed the company 
to reorganize on a basis that would exchange $7 first . 
preferred for $110 of 414% debentures and 214 shares 
of common, with holders of $6 first preferred receiv- 
ing $100 in debentures and 114 shares of common, 
while only .875 shares of common would go to each 
share of $7 second preferred. Until the company can 
raise more cash, though, no action can be taken, and 
the reorganization is likely to drag on. The devalua- 
tion of foreign currencies is also likely to complicate 
matters now. 

Since 1940, some stubborn holders of Curtis Pub- 


lishing Company $7 cumulative preferred stock, then 
$20.1214 in arrears, have clung to their investment 
rather than exchange for one share of participating 
prior preferred assured of $3 dividends, 214 shares 
of common stock and $10 in 3% debentures. Only 
32,320 of these shares, exclusive of 241 shares held 
in the treasury, are outstanding and the company 
earned the equivalent of $57.73 per share on them 
in the first six months of 1949, or well in excess of 
arrears of approximately $49 a share. Since 1940, 
the company paid $5 on the preferred in 1943, $7 
in 1946 and declared $17.50 in unusually prosperous 
1948. Payments of $1.75 per share on arrears in each 
of three quarters of the current years have whittled 
overdue amounts down to $49 a share. Due to the 
wide coverage of current earnings and a redemption 
price of $120 a share, recent quotations of 127 for this 
stock are probably not out of line, for if earnings con- 
tinue at their present rate, all arrears should be 
cleaned up before too long or the stock entirely 
redeemed. - 

Results of General Steel Castings Corporation, for 
a number of years prior to 1939 consistently in the 
red, showed decided improvement in following years 
and have continued so thus far in 1949. In the 1932- 
40 period, no dividends at all were paid on the com- 
pany’s 6% preferred stock but $1.50 per share was 
paid in 1941, $6 per share in each year 1942-47 and 
$9 in 1948. In the current year, $3 per share has been 
paid each quarter, but (Please turn to page 97) 





























































































































Earnings and Prices of Preferred Stocks with Arrearages 
Approximate =o 
Approximate Starting Date 
Arrearages of Arrearage Earnings Per Share on Preferred Stocks Recent 
Preferred PerShare Accumulation _—_—i1947 1948 6 Mos. 1949 Price _ 
Alleghany Corp.\ ............ $2.50 Prior $37.50 1929 $12.59 $40.66(d) $24.05(f) 80!/, 
Alleghany Corp... BAY, “A” 100.37! 1932 1.35 5.63(d) 3.13(f) 59/2 
American & Foreign Power... $7 78.92!/2 1938 12.02 14.84 16.21(g) 541/, 
American & Foreign Power... $6 67.65 1938 12.02 14.84 16.21(g) 48 
American & Foreign Powev............... $7 2nd “A” 141.00 1931 1.84 2.82 3.28(g) 119% 
American Power & Light.................. ; $6 43.57! 1942 12.51 13.36 7.85(e) 107 
American Power & Light... $5 36.31, 1942 12.51 13.36 7.85(e) 90 
Bush Terminal Buildings Co... 7% 54.25 1942(a) 7.49 11.35 5.77 108 
Chicago & Eastern Illinois R. Ru... $2 Class “A” 3.00 1947 2.47 2.36 .04(h) 8% 
Chicago Great Western Railway... mes 7.50 1946 1.88 5.13 .84(h) 17 
Curtis Publishing Co 2 = oF 49.00 1942 71.75 81.09 57.73 126 
General Steel Castings Corp. $6 51.00 1932 30.03 37.16 17.82 104 
International Hydro-Electric System........... . $2 Class “A” 34.50 1933 40 1.02 45 7 
International Railways of Central America 5% 29.75 1944 25.78 13.58 6.23(b) 50!/, 
Market Street Railway Co.cc 6% Prior 166.50 1924 1.79(d) 2.07(d) N.A. 18 
Missouri-Kansas-Texas R. Roo «= 7 A” 124.25 1932 4.23 y be 2.15 191/, 
New York, Chicago & St. Louis R. Ru... 6% “A” 73.50 1931 22.68 42.58 19.30(b) 131 
Pittsburgh Steel Co 5%," A 49.37!/2 1937 37.79 52.82 23.29 73 
Pittsburgh Steel Co (GAG 126.00 1931 555.90 810.63 352.50 130 
Republic ‘Pictures Corp. ST 75 1948 1.43 1.41 (d) 1.26 9g 
Standard Gas & Electric Co = $7 Prior 102.90 1935 12.71 14.28 11.90 149 
Standard Gas & Electric Co... $6 Prior 88.20 1935 12.71 14.28 11.90 134 
Standard Gas & Electric Co... at $4 60.50 1933 3.66 4.63 5.26 395, 
Thompson-Starrett Co. $3.50 6.12!/2 1931 2.81 (d) 4.40(d) 2.14(k) 34% 
United Dyewood Corpo ccccnnenneee 1% 29.75 1945 8.53 3.83 .39(d) 53 
Virginia-Carolina Chemical Corp...................... 6% Participating 73.50 1930 19.09 23.64 7.88 (c) 18!/, 
(d)—Deficit. (f)—8 months to August 31, 1949. 
(a)—Issued in 1937 to holders of Old 7% Cum. Stock, which had arrears of $28 per share. (g)—1!2 months to ‘March 31, 1949. 
(b)—7 months ended July 1949. (h)—4 months to April 30, 1949. 
(c)—Year ended June 30, 1949. (k)—3 months to June 30, 1949. 
(e)—Combined Preferred Stocks. 
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Anniversary 


Twenty years ago the stock mar- 
ket was about ready to crash over 
everybody’s head. Brokers loans 
on stocks were some $7 billions. As 
of a recent date, they were only 
$573 million. Brokers loans now 
are steadily but slowly rising be- 
cause of the lower margin require- 
ments, but the stock market is still 
largely a cash affair. That is one of 
the reasons why no one feels alarm 
least a crash of 1929 proportions 
be duplicated. High margin re- 
quirements act as a brake on in- 
cautious trading. This is of course 
only one of the facets in the cur- 
rent market picture. Other dissim- 
ilarities with 1929 will be discussed 
in an early issue. There are quite 
a number of them, and they could 
work either way. 


Long Term Trend 


The stock market this month en- 
tered the fourth year of relatively 
limited price movements with no 
long term trend as yet indicated. 
It’s been one of the longest periods 
in history of what definitely looks 
like a trading range market. True, 
there have been various swings of 
an intermediate character as sen- 
timent changed or vaccillated. 
Last June, a low for the period was 
reached only to be followed by a 
recovery to a level that has been 
bettered few times since the 1946 
break. Expectations of another 
1920, once widely held, have thus 
far failed to materialize. The mar- 
ket has weathered various kinds of 


domestic and international uncer- 
tainties, but was always reluctant 
to fully discount favorable corpor- 
ate developments such as record 
earnings in 1948. Clearly, their 
permanency was distrusted, and 
rightly so, for with the advent of 
readjustment, the earnings pic- 
ture became quite spotty. Develop- 
ment of a major trend is yet await- 
ing a clearer picture of what’s 
ahead for the economy as a whole, 
and for corporate earnings and div- 
idends in particular. Until the out- 
look is clarified, and the time may 
not be too far off, continuation of 
an essentially trading range mar- 
ket is indicated. As in the past, this 
will mean a great deal of selectiv- 
ity, in short a market of stocks. 


Dividends 


Speaking of earnings and div- 
idends, corporate management 
adopted a rather conservative at- 
titude during this summer’s busi- 





ness decline. Dividend payments 
through June ran well ahead of 
1948 despite lower earnings in the 
aggregate. But in July, they fell a 
shade behind and in August they 
were down 12% according to the 
Department of Commerce, But 
August is not an outstanding 
month for dividend payments ; few 
are scheduled then. Thus the Aug- 
ust figures can be important only 
as asomewhat vague indicator; for 
the three months ended August 
31, dividend payments were still 
some 5% above a year ago. Unless 
business deteriorates unexpected- 
ly, because of lengthly strikes, for 
instance, 1949 still promises to top 
1948. Despite generally lower 
earnings, there will be a good 
many year-end specials as in for- 
mer years. The crop may be bet- 
tered by the fact that budget 
planners are beginning to look 
with longing eyes at retained 
earnings, remembering that they 
can tax them if held excessive ac- 

















INCREASES SHOWN IN RECENT EARNINGS REPORTS 


General Bronze Corp......................00cccceees 
Marine Midland Corp..........................00c0008 
Sunshine Biscuits, Inc....................ccccseceesees 
SPRINT I ONN CE sos s0cnsenosscne.sdiescenssncecese 
eRe s Be eg Oe OB is sesesccssenssectovecensanes 
ee ee 
Nayes. industries, Inc.................:..cc00scecee00s 
SREP OID. « oocccsccescasicescteessescevosnerece sees 
May Department Stores.....................00:05 
National Linen Service.........................0006 


1949 1948 
9 mos. Sept. 30 $1.55 $1.11 
9 mos. Sept. 30 73 By 
9 mos. Sept. 30 5.56 4.79 
6 mos. Aug. 27 1.89 1.57 
Year June 30 3.93 1.92 
Year June 30 1.08 -40 
Year July 31 1.61 1.32 
9 mos. Aug. 31 6.56 4.71 
12 mos, July 31 5.91 5.82 
Year Aug. 31 1.11 .87 
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cording to the provisions of the 
revenue act. And Washington, we 
understand, is casting around for 
new tax sources to balance the 
budget, or avoid greater imbalance 
than now indicated. This may 
make for greater dividend liber- 
ality once total 1949 results can be 
better assessed. 


Third Quarter Earnings 


Generally, third quarter results 
are expected to make better read- 
ing than originally anticipated due 
to the pick-up in business in Aug- 
ust and September. This holds 
even for certain heavy goods in- 
dustries which were expected to 
suffer most. Most prominent, how- 
ever, will be the improvement in 
consumer goods lines such as tex- 
tiles which have recovered sharp- 
ly from their poor showing in June 
quarter. Comparisons will be un- 
favorable when made with a year 
ago, but should show up well when 


observe that at the end of June, 
cash and Government securities 
approximated 69% of total current 
liabilities compared with 61% at 
the end of last year. The immedi- 
ate prewar ratio was about 45%. 
Liquid positions have been gener- 
ally and greatly improved. It is one 
reason that has tended to minimize 
readjustment impacts on business. 
Corporations were better able to 
“take” it. 


Radio & Television 


Shares in this group have met 
with better demand than before 
when, in terms of our group index, 
they have shown the biggest de- 
clines for the year. The improve- 
ment is partly due to the belief 
that the Government’s rearma- 
ment plans will step up the demand 
for radar and other electronic de- 
vices. Moreover there is the sea- 
sonal prospect of greater demand 
for the holiday trade. Both expec- 


6614, close to the all-time high of 
663%, it would be a logical candi- 
date for split-up. In spite of ear- 
lier price cuts, third quarter re- 
sults should compare favorably 
with second quarter earnings of 
$2.97 a share, reflecting the sud- 
den snap-back in the paper indus- 
try during the first week of Aug- 
ust. The stock is on a regular quar- 
terly dividend basis of $1. Total 
dividends paid last year, including 
extras, were $5. It should be no 
less this year, meaning at least a 
$1 extra quite possibly when direc- 
tors meet on October 25. Outlook 
for an extra payment is enhanced 
by absence hereafter of unusual 
drains on cash resources. Substan- 
tial sums were formerly appropri- 
ated for expansion and improve- 
ment. Generally, the company’s 
position has been vastly bettered 
in recent years, promising a basic 
improvement in earnings posi- 
tion. For reasons of marketability, 
managements these days prefer to 
split stocks to bring the price with- 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Standard Oil Company of Indiana 

“Please furnish information as to new 
exploratory wells drilled by Standard Oil 
Company of Indiana and also company’s 
recent capital expenditures and earn- 
ings.’ C. E., Piqua, Ohio 

Net earnings of Standard Oil 
Company (Indiana) and subsidi- 
aries totaled $50,713,608 in the 
first six months of 1949. This 
amounted to $3.82 per share on 
15,284,793 shares outstanding as 
of June 30. 

The 1949 first-half earnings rep- 
resent a decline of 23.4% from the 
earnings for the first six months 
of 1948. The drop in earnings was 
largely due to a sharp reduction 
in crude oil production allowables, 
particularly in Texas, and to com- 
petitive conditions which induced 
price reductions in various prod- 
ucts, particularly distillate and 
residual fuel oils. 

These adverse factors were 
partly offset by the economies re- 
sulting from the expansion of 
crude oil pipeline capacity which 
made it possible to avoid the 
heavy freight charges incurred in 
1947 and 1948 for abnormal rail 
hauls of crude and products which 
were necessary to meet the very 
heavy demand of that period. In 
addition, it was possible to shut 
down some of the lesser efficient 
refining units of the company, all 
of which were in service a year 
ago. A higher average yield of 
gasoline per barrel of crude was 
also a favorable factor. 

Capitol expenditures by Stand- 
ard Oil Company (Indiana) and 





subsidiaries during the first six 
months this year totaled $64 mil- 
lion and compared with $111 
million for the first half of 1948. 
A substantial part of this 1949 
expenditure represented comple- 
tion of refinery, natural gasoline 
and cycling plant projects started 
during 1947 and 1948, which have 
now gone into operation. Capital 
expenditures in production, trans- 
portation and refining show sub- 
stantial reductions as compared 
with the same period in 1948. 

However, it is still necessary to 
expend large amounts in the field 
of production in order to develop 
new reserves to replace those 
which are continually being de- 
pleted. In addition, expenditures 
for improved marketing facilities 
must tend to increase in order to 
make up for the long period dur- 
ing which it was not feasible to 
modernize these facilities or to 
add new outlets so as to serve con- 
veniently new residential and com- 
mercial areas developed during 
and since the war. 

Total volume of product sales 
by the consolidated companies 
held almost exactly even with the 
record-breaking levels which pre- 
vailed during the first half of 
1948. Although there was a de- 
cline in sales of fuel oil, due to 
the exceptionally warm winter, 
gasoline sales continued to show 
a substantial increase over the 
high records of a year ago. As- 
suming normal weather condi- 
tions, it is expected that total 
sales during the last six months 
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will be well above those for the 
last six months of 1948. 

Durirg the first six months of 
1949 there were 28 exploratory 
wells drilled in which Standard 
Oil Company (Indiana) had a full 
or part interest. These wildcats 
resulted in nine oil wells and four 
gas wells, or a productive per- 
centage of 46.4% — an unusually 
high figure for wildcat drilling 
in the search for new productive 
areas. Several of these wells rep- 
resented promising discoveries in 
Texas, Louisiana, Wyoming and 
New Mexico. It is of course, diffi- 
cult to estimate the full value of 
any discovery from the first one 
or two wells, but it appears that 
very substantial additions have 
been made to the company’s crude 
reserves. 

The regular quarterly dividend 
rate is 50 cents per share. 


Commercial Credit Company 


“Please indicate recent net income of 
Commercial Credit Company and opera- 
tions of its important divisions.” 


M.S., La Mesa, Calif. 

The semi-annual report of 
Commercial Credit Company 
showed consolidated net income 
credited to earned surplus for the 
six months ended June 30, 1949 
of $7,861,280, compared with $8,- 
239,835 for the same period of 
1948, and was $20,784,893, in- 
cluding $4,500,000 non-recurring 
items for the twelve months 
ended June 30, 1949. 

After payment of dividend on 
its 3.60% cumulative preferred 
stock, net income applicable to 
the common stock was $7,411,280, 
or $4.02 per share, compared with 
$7,789,835, or $4.23 per share for 
the same period of 1948, and was 
$8.35, exclusive of non-recurring 
items aggregating $2.44 per 
share, for the twelve months 
ended June 30, 1949. 

Net income from current oper- 
ation of the Finance Companies 
was $3,962,572 for the six months 
ended June 30, 1949, compared 
with $3,251,333 for the same 
period of 1948. Total volume of 
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accounts and notes receivable ac- 
quired during the period was 
$916,436,462, compared with 
$841,617,836 for the same period 
of 1948, and was $1,842,811,513 
for the twelve months ended June 
30, 1949. Unearned income on 
June 30, 1949 was $20,911,443, 
compared with $20,176,616 on the 
same date in 1948. Reserves for 
losses, in addition to amounts 
withheld from customers, was 
$7,350,870 on June 30, 1949, com- 
pared with $4,175,907 on the 
same date in 1948. 

Net income of the Insurance 
Companies was $2,609,111 for the 
six months ended June 30, 1949, 
compared with $1,584,474 for the 
same period of 1948, and was $4,- 
715,908 for the twelve months 
ended June 30, 1949. Gross pre- 
miums, prior to re-insurance, 
were $23,745,221 for the six 
months ended June 30, 1949, com- 
pared with $19,025,251 for the 
same period of 1948, and was 
$42,082,628 for the twelve months 
ended June 30, 1949. Reserves for 
unearned premiums on June 30, 
1949 were $26,316,891, compared 
with $18,151,143 on the same 
date in 1948. 

Net income of the Manufactur- 
ing Companies was $1,289,595 for 
the six months ended June 30, 
1949, compared with $3,404,027 
for the same period of 1948, and 
was $4,126,442 for the twelve 
months ended June 30, 1949. Net 
sales were $36,556,572 for the six 
months ended June 30, 1949, com- 
pared with $45,786,006 for the 
same period of 1948 and was $81,- 
210,836 for the twelve months 
ended June 30, 1949. 

Dividends including extras 
totaled $3.20 per share in 1948 
and the current quarterly rate is 
90 cents per share. Book value as 
of June 30, 1949 was $42.37 per 
share. 


Electric Boat Company 


“T am interested in the prospects of 
the Electric Boat Company. Please ad- 
vise as to recent unfilled order backlog 
and other pertinent data.” 

N. W., Rochester, N. Y. 


Electric Boat Company’s un- 
filled order backlog approximated 
$68 million on September 1 as 
compared with an estimated $60 
million at the beginning of the 
year. 

The present order backlog in- 
cludes; an order from the Cana- 
dian Government to the company’s 
subsidiary, Canadair Ltd., for the 
manufacture of 100 F-86A 
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“Sabre”’ jet fighter planes for the 
Royal Canadian Air Force under 
the Canadian Government’s li- 
cense from North American Avia- 
tion, Inc. together with the neces- 
sary tooling and manufacturing 
equipment; orders from the U. S. 
Navy for construction of four 
submarines and one new-type PT 
Boat; miscellaneous orders for 
ship conversion and repairs, struc- 
tural steel work, offset printing 
presses, aircraft spare parts, air- 
craft overhaul and conversion, 
and electric motors, generators 
and controls. 

The company’s consolidated 
sales for the eight months ended 
August 31, 1949, are estimated at 
over $28 million, and sales for the 
final four mouths of 1949 will in- 
clude delivery of 26 airplanes or- 
dered by Canadian Pacific Air 
Lines and BOAC. 

For the twelve months of 1948, 
Electric Boat’s consolidated sales 
totaled $54,558,099, including an 
estimated $20 million of produc- 
tion accomplished in 1947 but not 
reflected in that year’s sales. 
There was no similar production 
carryover into 1949. 

As regards earnings, it is not 
possible to give an estimate at 
this time. One reason is that there 
is now proposed in Canada an in- 
crease in allowable depreciation 
rates for business tax purposes 
which, if adopted, might materi- 
ally affect the earnings of the sub- 
sidiary, Canadair. Earnings in 
1948 were $2.49 per share and 
dividends including extras totaled 
$1.50 per share. Dividend pay- 
ments thus far in 1949 were 75 
cents per share. 


United Wallpaper, Inc. 


“T understand that United Wallpaper 
stock has declined sharply in the past 
couple of years or so and am interested 
in knowing recent earnings, prospects 
and working capital.” 

E. D., Akron, Ohio 


Net income of United Wall- 
paper, Inc. and its domestic sub- 
sidiaries after all charges includ- 
ing Federal income taxes was 
$793,181, equal to 50 cents per 
share for the fiscal year ended 
June 30, 1949, compared with a 
net loss of $52,163 for the year 
ended June 30, 1948. 

Net sales for the year were $16,- 
052,952 as compared to $11,613,- 
250 for the preceding year, an in- 
crease of $4,439,702. 

Net working capital on June 30, 
1949 was $4,312,851 compared 
with $3,172,699 for the previous 


fiscal year, an increase of $1,140,- 
152. Book value of the common 
stock was $6.10 per share as com- 
pared with $5.51 per share for the 
previous year, and the ratio of 
current assets to current liabilities 
was 3.32 to 1 as compared to 2.7 
to 1 for the previous year. The in- 
crease in net working capital was 
primarily accounted for by the net 
income of the company and the 
write-off of expenses of deprecia- 
tion and deferred styling and de- 
sign, neither of which required 
funds. 

The company will operate at a 
much lower profit in the current 
fiscal year than it did in the year 
ended June 30 but it is expected 
will operate in the black for the 
year. 

The company sales were low 
this past summer, because distrib- 
utors have been trimming inven- 
tories. In addition, wallpaper sales 
have resumed their pre-war sea- 
sonal patterns — they usually fall 
off in summer and pick up in the 
fall. A third factor that affected 
sales adversely is higher imports 
of wallpaper. 

In the first seven months of 
1949, nearly three times more 
wallpaper was imported in this 
country than in the corresponding 
period of 1948. The devaluation 
will put foreign wallpaper makers 
in an even more advantageous 
position. Predictions are that for- 
eign wallpaper prices will be re- 
duced 10% to 15%. 

On the favorable side, before 
the war about 30% of all wall- 
paper sold was to landlords. With 
rent controls and the shortage of 
rental units, landlords all but 
stopped buying wallpaper but this 
trend is beginning to change. 

The fact that the company will 
design new lines of paper this year 
will tend to hold down earnings. 
The effects of new styling are not 
translated into earnings until the 
following year. United brings out 
new lines of paper every two years 
—the good results in the year just 
ended reflected a part of the fact 
that new papers were introduced a 
year ago. 

The company has a loan agree- 
ment with the Metropolitan Life 
Insurance Company prohibiting 
common dividends when working 
capital is below $4,500,000 and as 
June 30, 1949 working capital was 
$4,312,851, resumption of divi- 
dends cannot be expected in com- 
ing months. Last dividend pay- 
ment was 25 cents a share on Sep- 
tember 16, 1947. 
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Current reports from trade and industry continue to give satis- 
faction, evidencing the improvement that has taken place since 
August. During the past three months or so, the decline in busi- 

ness buying and industrial 
K production has not only been 
arrested, but in many lines 
BUSINESS ACTIVITY||] strongly reversed. Order 
PER CAPITA BASIS books have been replen- 
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ished, workers were recalled 
200 ol 














and factory operations 
stepped up. The position of 
certain industries such as cot- 
ton and rayon goods, elec- 


190 trical appliances and various 
eee of general merchan- 

7 ise has turned from weak to 

180 decidedly better. Retail buy- 


ers are operating somewhat 
P farther ahead. 


The August Federal Re- 
serve Board production in- 
dex, as expected, has 
snapped baal to 170%, of 
the 1935-39 average, from 
the July low of 162%, or just 
about where it was in June. 
September is likely to bring a 
rise of another ine points, 
and October — due to the 
coal and stee! strikes—prom- 
ises to show a possibly sharp 
but from a ediel view- 
point rather unimportant 
drop. More important will be 
November and December— 
reflecting the degree of re- 
covery from the strike period. 
They will reveal whether 
strikes have merely tended 
to postpone business, or 
whether they have killed it 
off for good. 








In this respect, opinions on 
what may happen vary a 
good deal. Much will de- 
pend on the length of the 
strikes, and their impact on 
purchasing power. As it is, 
the most immediate strike 
damage is not to national 
production but to purchasing 
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power. So far few concerns had to slow production for lack of 
steel or coal. But if strikes drag on and other industries have to 
curtail operations—when millions of workers are out of jobs 
because of the strikes—that will be another matter. Income lost 
in this manner can never be recouped and this is bound to 
affect consumer spending. The possibility of such dire chain 
reaction makes it logical to assume that Government will once 
again intervene before things go to extremes. Hence the com- 
placency on the stock market, at least so far. 

In all this it is relevant to remind that the force behind the 
recovery has been the immense buying power of the country, 
fortified by large liquid savings and Government supports. This 
buying power, actual and potential, continues to brighten the 
outlook, but if current income—due to strikes—is substantiall 
reduced, current consumer spending will reflect it even swe 
liquid savings remain high. Past experience has shown that 
while individuals are not inclined to spend freely of their sav- 
ings, they do not hesitate to spend liberally out of current 
income. If the latter suffers, spending is apt to shrink. At this 
stage, this could do considerable damage. 

One of the weaknesses of the present recovery is that it has 
been largely in consumer goods, based on refilling pipelines. 
To that extent the pick-up wi.l lose momentum when replenish- 
ment has gone as far as buyers think advisable. Thus reasons 
for caution exist, foremost of which is doubt about the future 
trend of business spending previously referred to in this column. 
More data, in this respect, have come to hand. 


Lag In Capital Goods Output 

While the August Federal Reserve Board production index 
has automatically snapped back from the July vacation low to 
about the same as in June, there have been exceptions to the 
trend. Machinery production went down with the others in July, 
from 226 to 216, but failed to snap back in August, staying un- 
changed at 216. Another observation is that new orders for a 
number of key items such as structural steel, iron castings, cop- 
per and brass mill products have not come up to expectations. 
The trend looked ‘‘tired” even before the steel-coal strikes 
began. 

This points to the prospect of further adjustments. In itself it 
hardly means that we are in danger of slipping into a deep 
recession. For the balance of the year, the trend may 
be offset by the seasonal pick-up in consumer durables 
and non-durables. But for the recovery to carry into 1950, an 
upturn in capital goods industries will be needed. It may be 
helped by wiser Government policies, stimulating private capi- 
tal expenditures. It may, and likely will be, also helped by a 
stepping up, or speeding up, of rearmament plans, both domes- 
tic and foreign. This latter prospect is becoming an increasingly 
important consideration in the outlook. The more immediate 
danger thus is the threat to consumer spending inherent in pre- 
sent strikes. 
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The Business Analyst 





MONEY AND CREDIT—On the largest volume since the 
fortnight ended Nov. 13, 1948, our index of 320 active com- 
mon stocks rose 3%, since our last issue, led by a 4% advance 
in the 100 Low Priced Stocks. The index of 100 High Priced 
Stocks rose only 2%; but reached the highest level since Nov. 
18 last year. Of our 46 group indexes, 16 made new highs for 
various periods, with Sulphurs reaching the best level since 
1928, as tabulated on the second page following. High grade 
rail bonds and foreign government dollar bonds were off 
fractionally; but the restricted Victory 2!/4s rose to the highest 
price since Dec. 20, 1947. The banking report for the fortnight 
ended Sept. 28 shows commercial loans expanded by an 
additional $213 million, recording a total increase of $553 
million from the year's low of two months ago; but they are 
still $1,485 million smaller than a year ago. Reserve banks 
bought about $600 million of U. S. securities which member 
banks were obliged to sell to provide funds for the expansion 
in loans. The otherwise inflationary influence of reserve bank 
— of Government securities was more than offset by 
arge increases in Government deposits with reserve and mem- 
ber banks, in consequence of which demand deposits shrank 
$473 million and member bank reserves $306 million. Excess 
reserves, however, were up $550 million. Deficit financing has 
thus far proved deflationary in draining money from private 
hands to build up the Treasury's cash balance. The latter has 
now risen to around $5.7 billion, at least $1.5 billion more 
than needed; so that further deficit financing, except through 
sales of savings bonds, may soon be suspended for a few 
months. The Government's budget deficit for the first quarter 
of the current fiscal year amounted to about $1.4 billion. The 


Federal gross debt is now more than $4 billion above a year | 


ago. Foreign aid cost the U. S. A. $5.17 billion in fiscal 1949, 
nearly twice as much as for the previous year. Gifts abroad 
since V-J Day have already totaled more than $13 billion. 


TRADE—While department store sales in the fortnight ended 
Oct. 1 were 8% below last year, the cumulative decline for 
the year to date still remains only 5%. Wholesale sales in 
August were 12%, ahead of July; but 8° below the like month 
last year. South American nations have entered the currency 
cheapening competition with selective rather than across-the- 
board devaluations, the probable economic effects of which 
would require a Philadelphia lawyer to fathom. In due time, 
after all the currency fog has lifted, it will probably turn out 
that the tourist trade has been among the chief beneficiaries 
of the monetary juggling. To increase merchandise exports 
substantially would involve a corresponding boost in produc- 
tion under almost insuperable difficulties. But more tourists can 
be accommodated at a relatively nominal increase in cost. 
Last July before devaluation, for example, American tourists 
spent about $12 million in England —a sum that about 
“— British merchandise exports to the U. S. A. in that 
month. 


INDUSTRY—Business activity in the week ended Oct. 1 was 
only 0.6% below last year. Automobile sales and construction 
activities thus far in October are holding up better than ex- 
pected. Demand for petroleum products this winter is expected 
to top last year by 7%. Cash dividends disbursed in three 
same ended Aug. 31 were 5%, above last year. Employment 
and unemployment in early September were both smaller than 
a month earlier. Capital expenditures are expected to fall off 
sharply in the fourth quarter when compared with last year. 
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COMMODITIES—Farm product futures continued their slow 
advance but our index of raw material spot prices declined 
under the depressing influence of overseas currency devalua- 
tions and the steel strike upon lead, tin and zinc. 





The business world will soon be confronted with a contest 
between the giant forces of Inflation and Deflation. Eventu- 
ally deflation will win, as it has after every big war of the past; 
but at the present writing it is a little early to say when. At the 
moment, constructive influences are still in the ascendency. 

* * 

Thus Business Activity in the week ended Oct. 1, owing 
mainly to a spurt in bank debits, crept up to a level only 0.6% 
below last year at this time. 

* * * 

Thus far in October, production of Automobiles, which in 

<< days always declined during the fourth quarter have 
eld up better than expected. 
* x “s 

Construction expenditures, an important prop of pros- 
perity, continue to hold at near record levels for this season of 
the year. The September outlays were fractionally above 
August and a year ago. Public construction was off $1 million 
from August; but up 25% from a year ago, compared with a 
27% increase for nine months. Private residential building 
was up a bit from August; though under a year ago. 

(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—$b (e) Sept. 1.30 1.29 0.97 1.55 (Continued from page 85) 
Cumulative from mid-1940..._.... | Sept. 387.2 385.9 372.5 13.8 : 
~ — | Housing Starts picked up contra-sea- 
FEDERAL GROSS DEBT—$b Oct. 5 256.5 256.5 252.3 55.2 sonally in August to a level 12% above last 
ene eunbtiteibls — with an eight-months’ gain 
Demand Deposits—94 Centers. Sept. 28 465 464 46.7 26.1 ial a 
Currency in Circulation...._.___-. || Oct. 5 27.5 27.3 28.2 10.7 
BANK DEBITS—13-Week Avge. _ Refinery runs of Crude Oil have been 
New York City—$b__.___. Sept. 28 8.22 839 8.08 4,26 | ising since several states authorized in- 
93 Other Centers—$b...._.________ | Sept. 28 11.69 11.77 12.40 7.40 | creased output from the wells. Demand for 
petroleum products in the months ahead is 
PERSONAL INCOMES—$b (cd3) July 211.9 214.7 216.7102 expected to top last winter by at least 7%, 
Salaries and Wages..._____.. —— | July 138.1 138.5 138.8 66 mainly because the 1948 season was un- 
Proprietors’ Incomes ....___________ |_ July 44.5 46.8 50.8 23 usually mild. 
Interest and Dividends__________ | July 17.3 17.3 16.0 10 * * 
Transfer Payments... ]_ July 12.1 12.1 1. 3 
(INCOME FROM AGRICULTURE) July 20.8 22.9 26.5 10 Our excess of Exports over imports in 
August was $27 million smaller than a year 
CIVILIAN EMPLOYMENT—m (cb) Sept. 59.4 = 59.9 60.3 51.8 | ago, compared with a year-to-year decline 
Agricultural Employment (cb). Sept. 8.2 8.5 8.7 8.8 of only $13 million for July. 
Employees, Manufacturing (Ib). | July 15.0 15.1 16.2 13.8 
Employees, Government (Ib) ____ July 5.8 5.8 5.6 46 * a * 
UNEMPLOYMENT—m (cb) Sept. 3.3 3.6 1.9 3.8 
While cash Dividends disbursed in 
PRESERY Cee (508) July 144 145 159 147 | August were 12°/, below the like period 
ene Saem July 162 165 185 175 last year, payments for three months ended 
Nos-Derable Goods ——_____ | july 129 124 += «138-123, S| Aug. 317 were up 5%. Among groups to 
PRRIERY SoRETAS (904) May 329 336 359 198 achieve increases for 3 months were manu- 
FACTORY HOURS & WAGES (1b) facturing, 7%; trade, 12%; finance, 6%; 
~ csanhaauer aude saa 309 308 aag_| 204 public atities, 109, Indusies report: 
Hourly Wage ‘cents)_.-—— july a | aes cane os ing eo vage cuts prose motion pictures, 
Weekly Wage ($) SEER eaten ear —- | July 53.66 53.68 52.95 32.79 rattroags, mining an communications. 
PRICES—Wholesale (1b2) Oct. 4 152.5 1524 166.1 925 a 
en July ms SS 6 Oe Largely due to the reopening of schools, 
COST OF LIVING (1b3) in. 1688 1685 1745 110.2 | and the consequent withdrawal of students 
Food ae 2026 201.7 2166 113.1 from the labor force, Employment and 
Clothing _ Pres 1874 188.5  +199.7 113.8 | unemployment were both smaller in early 
Rent __ Aug. 120.8 1207 117.7 107. | September than a month earlier. Unem- 
ployment dropped 9% to 3.35 million; but 
RETAIL TRADE—$b was still 1.45 million above last year. In- 
Retail Store Sales (cd)... =ESSSsi«*d|:s«sAug. 10.57 10.24 10.67 4.72 | clement weather caused a decline of 349,- 
Durable Goods ________ | Aug. 3.45 3.26 3.29 1.14 | 000 in agricultural employment to a level 
Non-Durable Goods _.... ||. Aug. 7.12 6.98 7.38 3.58 | 565,000 below last year. Non-farm em- 
Dep't Store Sales (mrb)..____ | Aug. 0.70 0.59 0.76 0.49 ployment in September was off 187,000 
Retail Sales Credit, End Mo. (rb2)__ | Aug. 8.29 8.13 7.15 5.46 | from August and 336,000 from a year ago. 
MANUFACTURERS’ . * * 
New Orders (cd2)—Total..._.__.____ | July 192 208 246 181 
Durable Goods _____| July 91 218 291 22! The number of non-farm workers, how- 
Non-Durable Goods iy “" ieee asad _ ever, during the second week of September 
Shipments (cd2)—Total July 204 ait weed 167 was 1,806,000 larger than a ‘aaah earlier 
Durable Goods _.. July 332 vic ” onl and only 228,000 smaller than a year ago. 
Non-Durable Goods fly vis — cs wad But this comparatively favorable achieve- 
BUSINESS INVENTORIES, End Mo. ment was made possible only by shortening 
Total—$b (cd) July 50.4 51.6 51.7 28.6 = the work week. Average hours worked per 
nt ee cet aly 29.7 303 302 16.4 week dropped from 41.4 in Sept., 1948, to 
Whelesolers’ sly 78 78 8.0 4 | only 37.9 last month. The drop was even 
hair July 12.9 13.5 13.5 8.1 — from en a — the work 
week averaged 41.8 hours. In consequence 
Dept. Store Stocks (mrb) July 1.9 2.0 2.1 1.4 ohhh abies take etek, Ba of 
BUSINESS ACTIVITY—1—pc Oct. | 161.3 160.7 1649 141.8 |Man-Hours worked per week in early 
(M. W. S.)——np Oct. | 186.2 185.4 187.3 1465 | September totaled only 1.85 billion, com- 
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Latest Previous Pre- 
. Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month = Month Ago Harbor 
z INDUSTRIAL PROD.—1—np (rb) Aug. 170 162 191 174 pared with 1.96 billion in August and 2.03 
Mining Aug. 128 123 159 133 billion in Sept., 1948. 
Durable Goods Mfr..__ | Aug. 194 185 223 220 
= Non-Durable Goods Mfr...-_ | Aug. 164 155 177 151 * * * 
st 
n CARLOADINGS—t—Total Oct. | 658 661 903 833 a , 
Manufactures & Miscellaneous. Oct. | 365 362 410 379 Shipments of Rayon yarn and staple in 
Mdse. L. C. L Oct I 88 87 112 156 August rebounded 22%, from July, achiev- 
Grain __. Oct. | 55 50 49 43 ing a level only 7% below last year. Pro- 
te - ° 
n ELEC. POWER Output (Kw.H.)m ek 5521 5,555 5,448 3,267 ducers inventories, though down 16% from 
“a July, were still more than 3!/, times larger 
SOFT COAL, Prod. (st) m Oct. | 1.8 2.0 12.1 10.8 | than a year earlier. 
“d Cumulative from Jan. | = Geb 339 337 444 446 
. Stocks, End Mo Aug. 68.6 69.1 64.1 61.8 * * * 
or 
PETROLEUM— (bbis.) m 
n- . 
Crude Output, Daily Oct. | 49 49 5.5 41 On the other hand, prices of Non-Fer- 
Gasoline Stocks Oct. | 104 103 90 86 rous Metals, a sensitive barometer of the 
Fuel Oil Stocks Oct. | 68 68 58 94 shorter range business outlook, have re- 
in Heating Oil Stocks Oct. | 83 83 73 55 cently weakened a little in response to 
“ LUMBER, Prod. (bd. ft.) m Oct. | 652665 (isi2tCi«i CD somewhat keener nig * agen ag te 
ne Stocks, End Mo. (bd. ft.):b_.-___ | Aug. 79 19 63 12.6 ported copper scrap, lea and tin follow- 
ing currency devaluations abroad. The steel 
STEEL INGOT PROD. (st.) m Aug 6.71 5.78 7.45 6.96 strike has also caused a decline in zinc, 
Cumulative from Jan. 1_--_-_____ | Aug. 58.4 57.6 51.7 74.7 largely used in galvanizing steel sheets. 
ENGINEERING CONSTRUCTION 
in AWARDS—$m (en) Oct. 6 152 164 170 94 7 * * 
od Cumulative from Jan. | aes. Ot 6,323 = 6, 171 5,310 5,692 i ; : 
ar Of more serious longer range import is 
“ yo sheer itnis ti ar ‘ses - i the Commerce Department's estimate that 
eee wer Oe ty t. | Oat. ~ ” . Capital Expenditures, which rank high 
1U- Cigarettes, Domestic Sales—b........ Aug. 35.4 25.8 34.2 17.1 - Saal ill be 21° 
*/,3 Do., Cigars—m ........ Aug. 516 = 422 505 543 as a business stimulant, will be 21°, 
ort- Motor Vehicles, Factory Sales—t_. Aug. 658 519 461 352 smaller during the fourth quarter than in the 
es, Pneumatic Casings Production—m July 6.3 7.4 6.7 4.0 like period last year, compared with a dip 
Footwear Production (Pairs) m........ | July 33.0 385 320 348 | of only 1% forthe first nine months. 
b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce es * 
seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—I00), using Labor Bureau and other 
| Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. |b2—Labor Bureau 
O!s, (1926—100). Ib3—Labor Bureau (1935-9—I00). Ib4—Labor Bureau, (1939—100). It—Long Tons. m—RMillions. mpt—At Mills, Publishers, 
nts and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pe— 
ind Per Capita Basis. rbh—Fe-eral Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
orl 
wa THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
but No. of 1949 Ind (Nov. 14, 1936, Cl—100) High Low Oct! Oct.8 
In- Issues (1925 Close—100) High Low Oct. | Oct. 8 100 HIGH PRICED STOCKS... 81.26 71.00 79.44 81.26A 
49,- 320 COMBINED AVERAGE... 127.6 108.0 122.9 126.9 100 LOW PRICED STOCKS... 146.36 119.71 137.45 143.70 
avel 4 Agricultural Implements ......... 200.0 162.1 184.5 190.7 6 Investment Wastes. GED 53.9 63.8 65.7A 
em- 10 Aircraft (1927 Cl—100)..... 175.3 138.2 155.3 154.7 3 Liquor (1927 Cl. mess ee . 752.3 602.9 734.3 752.3A 
000 6 Air Lines (1934 saline . 454.7 366.1 429.6 436.4 10 Machinery ........ BGAN 136.9 115.9 128.5 133.3 
a0 6 Amusement ....... , . 93.4 75.7 81.9 87.3 3 Mail Order ... kee. ee 87.1 97.5 103.0 
” 12 Automobile Accessories ........ 188.9 145.2 171.0 175.6 3 Meat Packing ; 79.9 63.3 71.5 71.5 
12 Automobiles _ fis EE 21.3 23.8 26.9 12 Metals, Miscellaneous . 158.1 122.0 140.1 147.5 
3 Baking {1926 Cl—t100)... sae - $9.7 18.1 19.6 19.7 MUO en y 7 34.3 36.8 
3 Business Machines... 237.4 209.0 223.6 209.7 29 Petroleum ... . 2529 207.1 244.7 252.9A 
1Oow- 2 Bus Lines (1926 Cl. —100)... - ISS 118.3 124.3 130.2 21 Public Utilities : Seen, 7° | 102.4 130.3 132.2B 
aber SiGe ace hem 242.5 2127 236.5 242.5A 6 Radio (1927 Cl._—100) 26.7 13.6 15.7 16.6 
ij 2 Coal Mining: 2222, 12 11.2 13.6 14.2 9 Railroad eer ate 50.0 36.5 40.4 41.8 
rier 4 Communication 0... . 39.4 31.8 36.0 36.8 24 Railroads ....... packs 23.4 17.5 19.7 20.5 
Igo. lis Constructiont= 22... BEG 47.4 56.0 57.4 3 Realty . a 29.4 21.4 27.5 29.4B 
eve- Te CONMIIMIOSS 2c 240.7 277.0 286.2A 3 Shipbuilding _ 144.4 120.0 131.6 137.1 
ning 9 Copper & Brass... eaten oe 1S 67.4 75.4 77.4 3 Soft Drinks ...... . 367.4 298.2 331.8 338.2 
| 2 Dairy Products 0. 66.0 §3.3 64.9 66.0B NA Steal Stren . 106.2 77.0 88.0 91.2 
per 5 Department Stores... 58.0 49.2 56.3 58.0A FI icoiciins . 48.5 39.8 44.1 46.9 
B, to 6 Drugs & Toilet Articles ... 165.0 141.6 159.3 165.0A 2 Sulphur woe 298.0 233.8 289.8 298.0T 
even 2 Finance Companies ...... ~ 302.0 246.1 295.5 302.0C CT "enero eatiname, © 7 100.9 120.2 121.2 
work 7 Food Brands ......... . 168.4 146.0 164.7 168.4A 3 Tires & Rubber SE | 26.6 28.4 28.0 
2) Rooa stores: ot.” (86S 58.5 85.1 86.3C 6 Tobacco 84.2 67.1 82.2 84.2B 
ence 3 Furniture _ 70.7 54.7 61.9 65.3 2 Variety Stores 346.2 308.3 329.7 335.5 
ar of 3 Gola Mining)... . 736.3 566.3 714.7 710.2 17 Unclassified (1948 Cl.—100) 109.9 93.2 106.9 109.9A 
early New HIGH since: A—1948; B—1947; C—1946; T—1928. 
com- H 
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Trend of Commodities 





Commodity futures indexes, representing farm products, con- 
tinued their slow recovery during the past fortnight; though 
raw sugar declined on settlement of the Hawaii dock strike 
foreshadowing substantial imports from the islands. Prices re- 
ceived by farmers rose 2% between mid-August and mid- 
September, the first advance since March; but the average 
level is still 149, below a year ago. Prices paid continued their 
gradual decline. The M.W.S. index of raw material spot prices 
extended the decline begun during devaluation week; though 
wool and rubber recovered a little while corn rose 7!/2 cents. 
Coffee almost completely recovered from its devaluation scare, 
closing only a cent below its all-time high of 31!/, cents at New 
York. Copper scrap, lead, tin and antimony were weak under 
competition from imported metals. Wool in the Australian 





market has risen 25 cents since devaluation. Paradoxica'ly, 
Britain's socialistic government closes its eyes to price advances 
by what remains of private industry, while at the same time 
devaluing the em sterling sharply to relieve her adverse 
trade balance. Here at home, the Fair Dealers are also all out 
for higher prices and wages. In the 1949 fiscal year, our tax- 
payers shelled out $3.4 billion to hold up their living costs, 
without including addition bi.lions spent for food and textile 
materials as gifts to the Marshall Plan area. Now under Gov- 
ernment ownership or price-propping loans are 80%, of last 
year’s flaxseed crop, 35% of the cotton, 30% of the wheat, 
70%, of the peanuts, 40% of the potatoes and dry edib’e 
beans. Half of the butter now in cold storage belongs to the 
Government, along with a nine-years’ supply of dried eggs. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Oct. 10 Ago Ago Ago Ago Ago 194I 


28 Basic Commodities .............. 245.2 246.5 252.1 231.4 248.8 306.0 156.9 
11 Imported Commodities ...... 245.4 244.4 250.5 238.6 251.0 277.4 157.3 
17 Domestic Commodities ..... 245.0 247.8 253.2 226.9 247.4 226.1 156.6 


RAW MATERIALS SPOT INDEX 











JULY AUG. SEPT. OcT. 
160 
|_| MAGAZINE OF | 
150 Watt streer INDEX 


























14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941-—85.0 

1949 1948 1947 1945 1941 1939 1938 1937 
164.0 95.8 85.7 783 65.8 93.8 
126.4 93.6 743 61.6 57.5 64.7 


162.2 
149.2 


High 161.5 
Low 134.9 





Date 2 Wk. 1 Mo. 3Mo. 6Mo. 1 Yr. Dec. é 
Oct.10 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture ....... 296.0 294.6 305.9 297.2 289.8 327.0 163.9 
12 Foodstuffs 2 ceeenennnnee 294.0 290.2 301.6 283.3 282.7 358.9 169.2 














16 Raw Industrials _...... 224.4 227.9 229.9 210.2 240.0 275.1 148.2 
COMMODITY FUTURES INDEX 
JULY AUG. SEPT. OCT. 
140 
: DOW-JONES 


COMMODITIES |NDEX 












































Average 1924-26 equals 100 
1949 1948 1947 1945 1941 1939 1938 1937 


High 
Low 


139.28 168.63 175.65 106.41 84.60 64.67 54.95 82.44 
122.45 139.83 117.14 93.90 55.45 46.59 45.03 52.03 
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Prospects for Gold Shares 





(Continued from page 74) 


to lower grade ore inasmuch as 
millings this year scored a gain 
of more than 2 per cent and sub- 
sidy payments amounting to 
$108,000 represented a 20 per 
cent increase. Earnings for the 
year may approximate the 84 
cents a share reported for 1948 
if improvement in results in the 
last six months meets expecta- 
tions as result of restoration of 
the $3.50 an ounce premium. 

As mentioned earlier, McIntyre 
Porcupine appears destined to 
reap the benefit of the premium 
on accumulated inventory for a 
non-recurring profit in current 
year. Results from operations also 
should be favorably affected by 
increased operating efficiency and 
by development of higher grade 
ore. In the first three months of 
current fiscal year, operations 
showed net income running at an 
indicated annual rate slightly 
ahead of $3.04 a share for fiscal 
year ended March 31. Of this 
total, subsidies accounted for 38 
cents a share, or slightly less than 
13 per cent. The company is in 
strong financial position and de- 
rives substantial income from in- 
vestments. Diversification in ore 
bodies makes possible to some ex- 
tent flexibility of operations so 
as to control revenues and costs. 
Dividend policy may be liberal- 
ized as a result of devaluation of 
the Canadian dollar. 


Hollinger Consolidated, largest 
Canadian producer, reported mod- 
erate improvement in the first 
half this year and, with benefit of 
subsidies, indications point to 
earnings for the full year in the 
vicinity of 40 to 45 cents a share, 
compared with 38 cents in 1948. 
A long-term development pro- 
gram is designed to determine the 
value of extensive and presum- 
ably rich iron ore reserves in 
Labrador and Quebec. Dividends 
are expected to continue on a 
modest basis. 

Increased production enabled 
Lake Shore Mines, formerly sec- 
ond largest Canandian producer, 
to increase earnings in fiscal year 
ended June 30. Millings regis- 
tered a gain of 17 per cent in the 
first nine months, suggesting that 
net income for the full year may 
have approximated 85 cents a 
share, compared with 60 cents in 
1948. Further progress is believed 
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in prospect in the coming year in 
reflecting development of higher 
grade ore and correction of oper- 
ating difficulties in recent years. 
Rock-burst conditions encount- 
ered eight or nine years ago 
hampered production to such an 
extent that output was seriously 
reduced. Costs increased consider- 
ably in connection with repairing 
cave-ins, but adverse effects were 
counteracted by selection of 
higher grade ore for develop- 
ment. Maintenance of a conserva- 
tive dividend is regarded as 
likely. 

Wright-Hargreaves Mines earn- 
ings in fiscal year ended August 
31 are estimated to have varied 
little from net profit of 16 cents 
a share last year and 17 cents in 
preceding year. Ore reserves of 
this one-time important Dominion 
producer have been receding and, 
despite increased output, margins 
have been declining. Development 
at lower levels has been less satis- 
factory than management had 
hoped. Maintenance of modest 
dividend representing substan- 
tially all of net income appears a 
reasonable hope. 


Domestic Producers 


Although domestic gold pro- 
ducers, as mentioned previously, 
fail to benefit from currency de- 
valuation abroad, their stocks 
nevertheless are well thought of 
for longer term potentialities. As 
a hedge against business reces- 
sion, for example, Homestake 
Mining shares frequently are rec- 
ommended by investment ad- 
visers. This company has success- 
fully operated South Dakota 
properties almost 75 years and, 
unlike many other mining enter- 
prises, has experienced improve- 
ment in the quality of ore at 
greater depths. On average, this 
company’s ore yields about $13 a 
ton. Net profit in first six months 
this year increased to $6.24 a 
share from $5.64 in correspond- 
ing period last year in reflecting 
reduced depreciation charges and 
larger output. 

United States Smelting, Refin- 
ing & Mining is another well 
known listed representative of 
domestic gold production. The 
company produces precious metal 
in connection with operation of 
lead-zine properties in Utah as 
well as in Alaska, where a fleet 
of dredges is owned. A silver-gold 
property in Mexico, once known 
as one of the worlds’ leading sil- 


ver producers, was sold a couple 
of years ago to the Mexican gov- 
ernment. Operations are affected 
primarily by results in non-fer- 
rous mining and smelting. De- 
spite fairly encouraging results 
early in the year and hope for 
increased output of gold in 
Alaska, management evidenced 
its disappointment in the outlook 
recently by discontinuing common 
dividends. 

The Natomas Company is a 
marginal producer which oper- 
ates a few placer deposits in 
Nevada and in California. Inter- 
ests are held in other dredging 
operations in Colorado and on the 
Pacific Coast as well as in farm 
land. Earnings have been fairly 
stable although not large. Rising 
costs appear to have imposed a 
handicap on prospects for the 
year and net profit seems likely 
to fall short of the $1.07 a share 
reported for 1948. 

Alaska Juneau, once a popular 
speculative medium, has been in- 
active for several years. Because 
of wartime labor shortages, the 
mine was closed in 1944 and has 
not been re-opened. Properties 
are regarded as none too promis- 
ing from a cost standpoint, and 
presumably a price for gold sub- 
stantially higher than $35 an 
ounce would be required to war- 
rant hope of successful develop- 
ment. 


Why the Popularity? 


In the absence of developments 
pointing to an increase in gold 
prices in this country, the ques- 
tion may be asked: Why the pop- 
ularity of shares representing 
this industry? The answer ap- 
pears to be found in the fact that 
these stocks are widely regarded 
as a dependable hedge against a 
recession in business. Margins 
tend to widen in gold mining as 
costs in line with general busi- 
ness conditions. Moreover, agita- 
tion for removal of restrictions 
against convertibility of currency 
into gold still is a factor that en- 
courages retention of gold shares. 
While individuals are not barred 
from owning gold bullion, the 
metal never has become generally 
popular in its unrefined state. 
Legislation is pending in Con- 
gress aimed at removing restric- 
tions on owning gold bars and 
coins, but this far proponents of 
the measure have registered little 
progress because there has been 
no general demand on the part of 
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STATEMENT OF THE OWNERSHIP, 

MANAGEMENT, CIRCULATION, ETC., 

REQUIRED BY THE ACT OF CON. 

GRESS OF AUGUST 24, 1912, AS 

AMENDED BY THE ACTS OF MARCH 
3, 1933, AND JULY 2, 1946 


Of Tue Macazine oF WALL Street _published 
bi-weekly at New York, N. Y., for October 1, 
1949, 


State of New York } 8s. 
County of New York 


Before me, a Notary Public in and for the 
State and county aforesaid, personally appeared 
C. G. Wyckoff, who, having n duly sworn ac- 
cording to law, deposes and says that she is the 
Publisher of Tue Macazing oF WALL STREET 
and that the following is, to the best of her 
knowledge and belief, a true statement of the 
ownership, management (and if a daily, weekly, 
semiweekly or triweekly newspaper, the circula- 
tion), etc., of the aforesaid publication for the 
date shown in the above caption, eve by the 
act of August 24, 1912, as amended by the acts 
of March 3, 1933, and July 2, 1946 (section 537, 
Postal Laws and Regulations), printed on the 
reverse of this form, to wit: 

1. That the names and addresses of the pub- 
lisher, editor, managing editor, and business 
managers are: 

Publisher—C. G. Wyckoff, 90 Broad Street, 
New York 4, N. Y. 

Editor—C. G. Wyckoff, 90 Broad Street, New 
York 4, N. Y. 

Managing editor—E, A. Krauss, 90 Broad Street, 
New York 4, N, Y. 

Business manager—None. 

2. That the owner is: (If owned by a corpora- 
tion, its name and address must be stated and also 
immediately thereunder the names and addresses 
of stockholders owning or holding one percent or 
more of total amount of stock. If not owned by a 
corporation, the names and addresses of the indi- 
vidual owners must be given, If owned by a firm, 
company, or other unincorporated concern, its name 
and address as well as those of each individual 
member, must be given.) 

Ticker Publishing Co., Inc., 90 Broad Street, 
New York 4, N. Y. 

C. G. Wyckoff, Inc. (stockholder), 7 West 10th 
St., Wilmington, Del., the stockholder of which 
is C. Wyckoff, 90 Broad St., New York 4, 


3. That the known bondholders, mortgagees, and 
other security holders owning or holding 1 percent 


or more of total amount of bonds, mortgages, or | 
other securities are: (If there are none, so state.) | 


Cecelia G. Wyckoff, bondholder, 90 Broad Street, 
New York 4, N. Y. 

C. G. Wyckoff, Inc. (bondholder), 7 West 10th 
St., Wilmington, Del., the stockholder of which 
e > G. Wyckoff, 90 Broad St., New York 4, 


4. That the two paragraphs next above, giving 
the names of the owners, stockholders, and security 
holders, if any, contain not only the list of stock- 
holders and security holders as they appear upon 
the books of the company but also, in cases where 
the stockholder or security holder appears upon the 

s of the company as trustee or in any other 
—— relation, the name of the person or corpo- 
ration tor whom such trustee is acting, is given; 
also that the said two paragraphs contain state- 
ments embracing affiant’s full knowledge and belief 
as to the circumstances and conditions under which 
stockholders and security holders who do not appear 
upon the books of the company as trustees, hold 
stock and securities in a capacity other than that of 
a bona fide owner; and this affiant has no reason to 
believe that any other person, association, or corpo- 
ration has any interest direct or indirect in the 
said stock, bonds, or other securities than as so 
stated by him. 

5. That the average number of copies of each 
issue of this publication sold or distributed, through 
the mails or otherwise, to paid subscribers during 
the twelve months preceding the date shown above 
is... (This information is required from daily, 
pn semiweekly, and triweekly newspapers 
only. 


(signed) C, G. WYCKOFF, 
Publisher. 
Sworn to and subscribed before me this 27th day 
of September, 1949, 


(signed) SYLVIA KIRSH, 
Notary Public (No. 24-2132500) 


[Seal] 
(My commission expires March 30, 1951.) 











American citizens for gold con- 
vertibility — possibly because the 
paper currency itself has re- 
mained one of the strongest and 
most widely esteemed in the 
world. 

Gold shares are vitally affected 
by monetary trends, and the 
problem of international curren- 
cies is one of the most difficult to 
solve. Inasmuch as political trends 
toward the “welfare state” in this 
country, as well as abroad, tend 
to prevent re-establishment of a 
gold coin standard, there is some 
question as to whether public 
pressure for restoration of con- 
vertibility ever will become 
strong enough in the United 
States to raise hope for legisla- 
tion now pending in Congress. 
Return to gold as a monetary 
standard would involve too many 
unpalatable adjustments, Wash- 
ington observers believe, because 
it might handicap deficit financ- 
ing and retard currency depre- 
ciation. 

Taking into account political as 
well as economic factors, it ap- 
pears that gold stocks have 
largely discounted immediate 
beneficial effects of recent devel- 
opments. Longer range decisions 
defy accurate appraisal because 
of the impracticality of deter- 
mining the timing of any future 
possible increase in gold prices. 





A Study of Dividend 
Prospects & Year-End Extras 





(Continued from page 61) 


share of available net by ordinary 
standards. 

Oil company earnings in the cur- 
rent year are sharply lower than 
in 1948, so the percentages paid 
out will expand substantially, but 
at best the ratios will remain far 
below normal expectancies unless 
steps are taken to pay some lib- 
eral year-end extras. This will hold 
true of several other oil concerns 
on our list, aside from the three 
we have mentioned, though their 
percentage of net earnings dis- 
tributed has been somewhat more 
liberal. 

In Deere & Company we have 
a situation where a substantial up- 
trend in 1949 earnings in itself 
could benefit the dividend income 
of shareholders, aside from the 
possibility that Regulation 102 
might prove to be an additional 
stimulant. In its fiscal year ended 
October 31, 1948, this farm equip- 
ment manufacturer earned $8.49 
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a share but paid out only $2.75 in 
dividends, or 34.4%. For nine 
months ended July 31, 1949, net 
equalled $8.82 a share with the 
final quarter yet to come. On Sep- 
tember 1, the company supple- 
mented the regular quarterly divi- 
dend of 25 cents a share with a 
special of 75 cents for a nine 
month’s total of $1.50 or only 17% 


of net. It would appear that a fair- © 


ly substantial year-end extra is in 
order. 


Cement Industry 


The cement industry is among 
the few that have continued to en- 
joy record prosperity in 1949. Le- 
high Portland Cement Company, 
accounting for about 10% of total 
industry sales, has done exception- 
ally well in the current year. Net 
earnings of $6.33 per share for 12 
months ended June 30 compared 
with $5.96 for the calendar year 
1948. No regular dividend rate is 
observed but despite gradually in- 
creased payments last year, total 
distributions of $2 per share last 
year represented only 33.5% of 
net income. In the first three quar- 
ters of 1949, payments have to- 
talled $1.50, indicating that an 
abnormal amount of earnings has 
still been retained. 

As the turnover of cement man- 
ufacturers is very rapid and un- 
der current conditions their in- 
ventories are quite low, working 
capital needs in this respect are not 
heavy. Ordinarily, also, producers 
in this field are not prone to ex- 
pand on any significant scale. Le- 
high Portland Cement, to be sure, 
has spent rather substantial sums 
in recent years for capital im- 
provements but this program 
probably has about been com- 
pleted. For these combined reasons 
the company apparently could fur- 
nish few valid reasons for not pay- 
ing out a considerably larger share 
of net earnings than of late. 

Dow Chemical Company’s oper- 
ations in the first half year estab- 
lished new high records for both 
sales and earnings. In reflection of 
this improvement, the directors 
declared quarterly dividends of 
40 cents a share for July and Oc- 
tober compared with 25 cents for- 
merly, but the advanced payments 


were very modest in relation to | 


earnings of $4.44 per share for 
the fiscal year ended May 31, 1949. 
In fiscal 1948, shareholders re- 
ceived only 26.8% of net income 
and at last year’s rate of earnings 
would now be given 36% if no 
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more than 40 cents a share is paid 
quarterly. Despite continued ex- 
pansion of facilities, working cap- 
ital of $50 million and a current 
ratio of 214 indicate a strong fi- 
nancial position that should sup- 
port more favorable treatment of 
stockholders. 


Last December the company 
paid a common stock dividend of 
2'5%, but in weighing potentials 
for a similar payment in the near 
term, it should be realized that dis- 
tributions in stock by any concern 
have no bearing on the theoretical 
percentage of net they are sup- 
posed to pay out under Section 
192. The Revenue Act is couched 
in terms of cash only. 





Investment Audit of 
Commercial Credit Company 





(Continued from page 77) 


mercial Credit Company of course 
own an indirect interest in all of 
the subsidiaries comprising the 
various groups we have discussed, 
but the combined picture is what 
counts in appraising earnings and 
dividend potentials. In the first 
half of 1949, consolidated net in- 
come amounted to approximately 
$7.4 million or $4.02 per common 
share after allowing for preferred 
dividends. In the same period of 
1948 net of $7.8 million was re- 
ported, or $4.23 a share. Consider- 
ing the $2.1 million decline we 
have mentioned in income from 
manufacturing, it is clear that the 
combined gain of about $1.7 mil- 
lion by the finance and insurance 
subsidiaries proved a substantial 
offset. The recent pick-up in gen- 
eral business, especially in the tex- 
tile industry, suggests that the 
company’s earnings for the full 
year may closely match the $8.56 
per share for 1948 after deducting 
the equivalent of $2.44 last year 
for non-recurring items. A trans- 
fer of $4.5 million from “Reserve 
for contingencies,” no longer con- 
sidered essential, to income ac- 
count raised net as reported last 
year to $11 per share. 

Commercial Credit Company 
raised the quarterly dividend rate 
to 90 cents a share in the final 
quarter of 1948, continuing pay- 
ments at the advanced level 
through the third quarter of the 
current year. The current wide 
coverage of earnings indicates 
well assured dividend stability. 
Reference to our table will reveal 
that during the last ten years, 
shareholders have received not 
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THE CHASE 


NATIONAL 


BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 
SEPTEMBER 30, 1949 


RESOURCES 


Cash and Due from Banks 
U. S. Government Obligations. . 


State and Municipal Securities . 
Other Securities 


Loans, Discounts and Bankers’ 
Acceptances . 


Accrued Interest Receivable . . 
Mortgages : 
Customers’ Acceptance Liability . . 
Stock of Federal Reserve Bank. . . 
Banking Houses . . . 
Other Assets . . . 


LIABILITIES 


TE: ae eh ee OSS SR 
Dividend Payable November 1, 1949. 
Reserve for Taxes, Interest, etc. 
Other Liabilities . . . 


Acceptances 
Outstanding . 


- $ 19,035,047.95 
Less Amount 
in Portfolio 1,999,207.85 


Reserve for Contingencies 


Capital Funds: 


Capital Stock. . $111,000,000.00 


Surplus. . . 154,000,000.00 


Undivided 


Profits ° * ° 67,648,595.77 





$1,099,289,314.34 
1,760,469,7 39.38 
103,278,968.84 
126,070,281.37 


1,317,800,673.14 
13,263,185.07 
28,203,359.23 
16,141,151.57 
7,950,000.00 
29,756,291.03 
4,889,642.90 
$4,507,112,606.87 





$4,106,109,735.30 
2,960,000.00 
11,145,235.20 
17,153,798.11 


17,035,840.10 
20,059,402.39 


___332,648,595.77 
$4,507,112,606.87 








United States Government and other securities carried at 
$322,415,992.00 are pledged to secure public and trust de- 
posits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at 
a meeting held October 7. 


1949, declared a quarterly 
dividend of $1.06'4 per 
share on the $4.25 Cumula 
tive Preferred Stock of the 
company, payable Novem- 
ber 15, 1949, to stock 


holders of record November 
1, 1949. 





A. SCHNEIDER, 
Vice-Pres. and Treas 
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CONSOLIDATID 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 12 


LT TLLLRU LLL LULL LLL CL 


T = BOARD OF DIRECTORS 
has this day declared p resular 
semi-annual cash dividend of 
One Dollar ($1.00) per share 
on the capital stock of the Com- 
pany, payable on November 15, 
1949, to stockholders of record 
at the close of business Octo- 
ber 15, 1949. 

E. E. DUVALL, Secretary 
October 5, 1949 
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THE COLUMBIA 
GAS SYSTEM, INC. 





The Board of Directors has declared this day 
the following quarterly dividend: 
Common Stock 
No. 60, 183/4¢ per share 
payable on November 15, 1949, to holders of 
record at cluse of business October 20, 1949. 
Dare Parker 


October 6, 1949 Secretary 

















less than $2 annually nor less 
than $3 a share in the 1939-43 
period. During war years, cur- 
tailed production of durable goods, 
including automobiles, lowered 
earnings and in early postwar 
years, heavy expenses in connec- 
tion with the reestablishment of 
branch offices narrowed margins. 
It will be noted that the company 
normally distributes a _ liberal 
share of net earnings, going so far 
as to pay $4 per share in 1939 on 
net of $4.01. If earnings, there- 
fore, continue near the current 
level, there is a chance for improve- 
ment later on, unless heavy bor- 
rowing's induce more conservatism. 

The inherent necessity of hold- 
ing huge amounts of receivables at 
all times and the expansion of 
Commercial Credit Company’s 
activities has brought it into the 
money markets on an extensive 
scale. The dependable character 
of the company’s assets and their 
automatic liquidation, together 
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with Commercial Credit Com- 
pany’s impregnable credit stand- 
ing, has enabled it to borrow large 
sums on most desirable terms. 
Turning to the comparative bal- 
ance sheets we append, it will be 
seen that total assets have ex- 
panded by more than $283 million 
in the last decade. Aside from $5.7 
million representing depreciated 
value of plant and equipment of 
manufacturing subsidiaries ac- 
quired in the last decade, total 
assets of $623 million include 
about $108 million in cash and 
marketable securities and $505 
million of receivables or manufac- 
turing inventories. This predomi- 
nant proportion of current assets 
has created a substantial basis for 
loans and a strengthening back- 
ground for the companys’ pre- 
ferred stock. 

About four years ago stock- 
holders authorized 500,000 shares 
of cumulative preferred stock, of 
which 250,000 were designated 
with a 3.60% dividend rate and 
either exchanged for then out- 
standing 414% preferred or of- 
fered by underwriters at 105. The 
proceeds of the latter were used 
to retire unexchanged preferred 
or added to working capital. 
Doubtless the company could 
easily have sold the balance of 
authorized preferred but has 
found it more advantageous to 
borrow at lower rates, thereby also 
reducing income taxes. Interest is 
a deductible item from earnings 
whereas preferred dividends are 
not. 

On June 30, 1949, Commercial 
Credit Company had established 
credit lines with banks totalling 
$339,690,000, of which only $1387,- 
905,000 were utilized. Addition- 
ally there was $121,763,500 of 
commercial paper outstanding in 
the open market. Three issues of 
unsecured notes aggregating 
$126.5 million bearing interest at 
rates from 154% to 3% are out- 
standing, maturing from 1951 to 
1963. Finally, the company has 
$45 million of unsecured term 
paper outstanding that is subordi- 
nated to all of its other liabilities ; 
$25 million of this carries 3% and 
the remainder 3.95%. In the first 
six months of 1949, total interest 
and discounts on the company’s 
borrowings amounted to about 
$4.8 million but current earnings 
covered this by a margin of 3.84 
to 1. This indicates an eminently 
sound position. 

Recent price of 5514 for the 
common stock compares with a 
1949 range of high—55%, low— 


4614. Based on an annual dividend 
rate of $3.60 per share, the cur- 
rent yield is about 614% rather 
attractive in view of relatively 
moderate risk factors. Ten years 
ago when the company’s stature 
was much smaller, these shares 
sold as high as 57, and in following 
years a top of 5934 was estab- 
lished in 1946. All said, it would 
seem as if the current price had 
inadequately reflected the greatly 
improved position of Commercial 
Credit Company in the course of a 
decade. 





Regional Study of Business 
Potentials 





(Continued from page 63) 


the Southwest where industrial 
growth and development is still in 
full swing. 

In 1947, the ten most important 
states in terms of “value added by 
manufacture” ranked as follows: 
New York, Pennsylvania, Illinois, 
Ohio, Michigan, New Jersey, Cali- 
fornia, Massachusetts, Indiana 
and Wisconsin. This order is about 
the same as that shown in 1939 
except that California since has 
advanced ahead of Massachusetts, 
rising from eighth to seventh 
among the states, and Wisconsin 
displaced Connecticut from tenth 
place. California led these states 
in the rate of growth, with a 256% 
increase in “‘value added” and a 
96% increase in employment. Wis- 
consin was second with a 232% in- 
crease in “value added” and a 72% 
increase in employment. Of the 
less important manufacturing 
states, Oregon and New Mexico, 
as previously stated, showed the 
largest percentage gains in “‘value 
added,” Nebraska and New Mex- 
ico in employment. But the small- 
est increases in both were shown 
by New England and the Middle 
Atlantic states generally. 

The shift of the nation’s eco- 
nomic center towards the South 
and West is further exemplified by 
the regional gains in the number 
of businesses. While for the nation 
as a whole, the number of business 
establishments between 1940 and 
early 1949 rose by some 22%, 
southern and western regions far 
exceeded this national average. 
For the Pacific states, the percent- 
age gain was 31.9%, for the East 
South Central regions and the 
South Atlantic states over 38%, 
with the West South Central area 
following with 30.7%. These rela- 
tive changes in our business popu- 
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TO EVERYONE, THIS GULF SIGN 
STANDS FOR TWO GUARANTEES! 


e This Gulf emblem on any product stands 
for two guarantees of excellence. One visible, 


one invisible. 


The visible guarantee is evidenced by the 
plant and properties that make Gulf one of the 


TO THE MOTORIST 
THIS SIGN STANDS FOR UNDERPASS 





largest producers and refiners of crude oil. 


The invisible guarantee is the determination 


of Gulf to make the best petroleum products 


Gulf Oil Corporation 


that skill. science, loyal employees and alert 
management can jointly achieve. 


Gulf Refining Company 


General Offices, Pittsburgh, Pa. 





lation are a natural reflection of 
basic shifts as industry moves to 
the Far West and the southern 
states. 

This migration has been encour- 
aged by old and new factors alike. 
The southward trek of New Eng- 
land’s cotton textile industry be- 
gan long before the war but got 
again under way after wartime in- 
terruption. The lure: A 5% to 10% 
labor cost differential, lower taxes 
and electric power rates, and a 
shorter haul for raw cotton to 
mills. Chief beneficiaries have been 
such states as Kentucky, Tennes- 
see, Alabama and Mississippi, 
along with the Pacific coast region. 
Much the same can be said of the 
clothing industry where greatest 
expansion occurred in the South 
Atlantic states. 

A major expansion in the paper 
and lumber industries has also 
given the South a far larger share 
of the national output, and the up- 
trend in personal incomes below 
the Mason and Dixon line has 
brought large automobile assem- 
bly plants, new retail stores, agri- 
cultural equipment plants and 
warehouses etc. The chemical in- 
dustry has been moving south not 
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only to take advantage of the big 
new markets that have sprung up 
but also because it found it advan- 
tageous to move closer to various 
sources of raw materials. Down in 
booming Texas, vast new chemical 
plants have been built despite ex- 
istence of huge wartime plants, to 
produce the essentials for the 
manufacture of synthetic rubber 
and a vast array of the products 
of modern petroleum chemistry. 
New fertilizer plants and pharma- 
ceutical plants have been appear- 
ing in the South in ever greater 
numbers; machinery and steel also 
has been expanding to take care of 
strongly rising requirements of 
this rapidly growing industrial 
area. 


Pacific States 


The Pacific states of course en- 
joyed the most pronounced war- 
time growth but expansion con- 
tinued in the postwar. Only a few 
years ago, lumber and food pro- 
duction outstripped by far every 
other form of enterprise. Wartime 
activities rapidly transformed the 
region into a leading industrial 
area which it has remained ever 


since. There is a possibility, how- 
ever, that the aircraft industry— 
heavily concentrated in California, 
for security reasons may ultimate- 
ly migrate to the Southwest; a 
start has already been made in this 
direction. This would further en- 
hance the growing economic im- 
portance of the latter area. ‘““Mov- 
ing away from the coast” may be- 
come an important migratory mo- 
tive, should future security rea- 
sons so dictate. 

This wouldn’t preclude a future 
westward push by the steel indus- 
try, particularly if the “basing 
point” decision should stand. But 
whether or not it actually takes 
place will also depend on techni- 
cal developments and on how far 
the steel industry is able to adapt 
its locational and distribution 
practices to the new pricing 
system. 

By and large, the element of de- 
centralization has been a consid- 
erable factor in industrial migra- 
tion since the end of the war. Geo- 
graphically, most new plants have 
been located in the South and 
West. Manufacturers of chemi- 
cals, drugs, pharmaceuticals, rub- 
ber products and small electrical 
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appliances tended to favor decen- 
tralization more than many other 
industries. In contrast, steel, heavy 
machinery and petroleum refining 
have tended to centralize for rea- 
sons involving coordination of raw 
materials supply, transportation 
costs and heavy initial expense. 

What the new picture shows, 
however, is highly important from 
a broad economic as well as a prac- 
tical business standpoint. It re- 
veals the South, Southwest and the 
Pacific Coast area as the location 
of numerous new industrial cen- 
ters making rapid strides in point 
of production, employment and 
growth as consumer markets. 
While the East and Northeast, the 
area from Illinois through New 
England, remains the nation’s in- 
dustrial heart and the seat of the 
country’s principal mass produc- 
tion industries, their rate of 
growth has begun to lag while the 
new areas are expanding at a fast 
clip. So are, as a natural corollary, 
population and the demand for 
goods, offering new markets to in- 
dustry and in turn attracting new 
industries. Factors of this sort not 
only feed on themselves making 
for future growth, but they should 
also make for above average re- 
sistance to recessive influences, for 
greater economic resiliency gen- 
erally. 

As the population follows these 
vast industrial shifts, we see 
Americans go West and South but 
unlike in earlier years, to the fac- 
tories rather than to the farms. 





Companies Doing Better 
Than Their Industries 





(Continued from page 70) 


related products has continued at 
a high level in the current year, 
but resistance to high prices has 
been emphatic. As uncooked meats 
are impossible to store for any 
length of time and competition to 
buy livestock is always intense, 
the chances of serious inventory 
losses in a period of declining 
prices is magnified. During the 
first half of 1949, wholesale meat 
prices were lower than a year 
earlier and extremely sensitive to 
accumulating pressure. In the 
race to hold hard won markets 
and to increase dollar volume, 
some of the big packers this year 
have apparently succeeded in ex- 
panding sales, but only at the ex- 
pense of vanishing margins and 
substantial inventory losses. Com- 
petition in bidding for livestock 
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to meet increased requirements 
has lifted costs. Under similar 
conditions in fiscal 1948, Swift & 
Company apparently out-maneu- 
vered its competitors and reported 
highly satisfactory earnings. As 
its operations this year are ex- 
pected to bring closely comparable 
results, we have selected this com- 
pany for special examination. 

On pages 71 and 72 we present 
in condensed form, statistics and 
brief comments on each of the 
four concerns we have mentioned. 
For timing of purchases, we sug- 
gest that our readers follow the 
advice of Mr. A. T. Miller ap- 
pearing regularly in the Maga- 
zine. 





The Advantages and 
Disadvantages of Industrial 
Concentration 





(Continued from page 58) 


Distillers (29% ), Distillers Corp.- 
Seagrams (24.3%), National Dis- 
tillers Products Corp. (19.1%) 
and Walker (Hiram) -Gooderham 
& Worts (12.2%). 

In plumbing equipment and sup- 
plies, two leading companies own 
64.9% of industry net assets. 
American Radiator & Standard 
Sanitary Corp. holds 33.2%, Crane 
Co. 31.7%. None of the runners-up 
holds more than 6.4%. 

The rubber industry’s “big 
four” are well known; jointly they 
hold 88.3% of industry assets. 
Goodyear owns 27.8%, Firestone 
22.1%, U. S. Rubber Co. 20.4% 
and Goodrich 18%. 


The office and store machinery 
group is headed by International 
Business Machines which owns 
42% of industry capital assets. 
Next comes Remington-Rand with 
14.3% and National Cash Register 
with 13.2%. Their combined as- 
sets represent 69.5% of the indus- 
try total with none of the smaller 
companies holding more than 5%. 

The “big three” in motordom 
are household words; together 
they hold 69% of industry assets 
but only General Motors (41%) 
and Ford (22%) own relatively 
large shares. Chrysler holds a 
mere 6%, being far less integrated. 

In the biscuit and cracker in- 
dustry, National Biscuit controls 
46.3% of the industry’s net capi- 
tal assets, followed by Sunshine 
Biscuits (10.7%) and United Bis- 
cuit (also 10.7%). Their total 
comes to 67.7%. 


The agricultural machinery in- 
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dustry is dominated by Interna- 
tional Harvester with a 45.3% 
ownership of industry assets. 
Deere Co. holds 11.5%, Allis 
Chalmers 9.8%, Caterpillar Trac- 
tor 8.8%. The four together own 
75.4% of industry capital assets. 
The Government some time ago 
instituted action against Interna- 
tional Harvester, J. I. Case and 
Deere Co. charging each with tie- 
ing up its dealers with exclusive 
contracts. The cases will be tried 
separately and have no bearing on 
alleged monopoly. 

This leaves as the last “ex- 
treme” group the meat packers, 
already embroiled in a break-up 
suit under the anti-trust laws. 
The Government wants Armour, 
Swift, Cudahy and Wilson broken 
up into fourteen separate com- 
panies but the case is not likely 
to come up for early trial and as 
usual will be long drawn out. 
These four companies own, to- 
gether, 69.3% of the industry’s 
net capital assets, whereof Ar- 
mour 28.8%, Swift 25.9%, Wil- 
son 9.3% and Cudahy 5.3%. 

The overall picture revealed by 
the FTC study is an interesting 
one from various viewpoints. 
While conceivably it may readily 
serve as future anti-trust ammu- 
nition, it is also a story of big- 
ness achieved through success. 
For the growth of any business 
means only one thing: Success in 
pleasing its customers, employees 


and stockholders alike, a task that | 
is not always easy. And business, | 


whether big or little, to be suc- 
cessful must serve the public in- 
terest; if a business grows, it does 
so because of widespread public 
acceptance of its products. Any 
business that fails to maintain 
that acceptance will quickly lose 
its stature, and eventually its 
business. 


A Hallmark of Success 





If, then, bigness is the hallmark 


of success, why should bigness be 


penalized? Big industry has con- | 


tributed much to our ever-rising 
standard of living. It has created 
thousands of jobs that never ex- 
isted before. It bolsters 
strength of our economy, making 
it possible for this nation to shoul- 
der the burdens of world leader- 
ship which events have thrust 
upon it. Without big business, we 
would be a small country — re- 
gardless of geographical size. 
Behind current attacks on big 
business lies the broad question 
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whether bigness in industry is 
good or bad. Those who argue 
that it is bad, hold that bigness 
tends to concentrate industry in 
a few hands, stifles competition 
and tends to swallow small busi- 
ness, creating an ever greater mo- 
nopoly. But these charges are 
hardly borne out. 


While industrial concentration 
has doubtless led to abuses, these 
can and should be corrected wher- 
ever they occur. But this should 
not be made an excuse for attack- 
ing bigness as such. For big in- 
dustry can operate far more effi- 
ciently to the benefit of our whole 
economy. It can produce at lower 
prices, and has the means and in- 
centive for progressive action and 
policies. 


Competition Not Dead 


Moreover, competition is far 
from dead even for big industry. 
There are many examples of how 
big corporations have been “slug- 
ging it out” in a highly competi- 
tive market. And far from swal- 
lowing small business, the number 
of small businesses has actually 
been increasing in recent years. 
Where small concerns disappeared 

_as a result of mergers, such ac- 
tion was frequently initiated by 
the owners of small business 
themselves, usually for tax and 
other personal reasons. 


In all this it should not be for- 
gotten that there exists a very 
definite partnership, and inter- 
dependence, between small and 
big business. None could exist 
without the other. Some jobs are 
better done by big business bul- 
warked by strong finances, exten- 
sive research and up-to-date and 
costly productive facilities. Others 
can be better performed by small 
companies. The place of small 
business in our economy is well 
defined, and fully recognized. 


What stands out in the fight 
against bigness is the threat that 
restriction is bound to retard eco- 
nomic growth just as it would 
militate against achievement of 
the highest possible efficiency. Let 
big business be supervised, within 
reasonable limits, to assure that 
it operates in the public interest; 
but once it is restricted or cut 
down to smaller size, progress is 
retarded and future economic 
growth jeopardized. 

Monopoly is bad. The surest 
way to cure it is to kill it and we 
have adequate laws under which 
to do just that. But it would seem 
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Another example of Armco’s program 
of broadening and developing markets 
for new products is its entrance into 
the field of mechanical tubing. Because 
| it has the resources and a backlog of 
specialized skills, Armco is able to take 
advantage of new opportunities to 
widen the base of its operations. 

In 1948 the Jackson Tube Company 
at Piqua, Ohio, was acquired and is 
now the Tubing Division of Armco. 
Its successful operation is one more 
“straw in the wind” — another example 
| of Armco’s product diversification to 
help stabilize production and safeguard 
the investors’ money. 





Steel straws in the wind 


Armco’s mechanical tubing is formed 
from the basic special-purpose steels 
for which the company is noted. Its 
outlets include such products as auto- 
mobile exhaust pipes, lawn and porch 
furniture, lamps, and garden tractors. 

Armco Tubing is precision made and, 
since it is easy to fabricate, the product 
manufacturer can make a variety of 
articles for a widening market. Because 
of its light weight and great strength, 
Armco Tubing is used in scores of con- 
sumer products. The famous Armco 
trademark on any product assures the 
purchaser that the manufacturer has 
used care in selecting his steel. 


ARMCO STEEL CORPORATION \RMed 


Headquarters at Middletown, Ohio, with plants and sales offices from 


coast to coast. ° 








wise to be certain it is monopoly 
before the killing is done. And it 
would be senseless to sacrifice ef- 
ficient business, because it is big, 
so that the inefficient and politi- 
cally favored may pursue para- 
sitic prosperity. If such a doctrine 
were to prevail, if such were to 
be the interpretation of our anti- 
trust laws, it would mean that 
competition is actually taken out 
of business — not put back and 
maintained as the law intended. 
If competitive forces are 
blunted or removed by twisting 


The Armco International Corporation, world-wide. 


¥ 


the anti-trust laws, then some 
other force will have to be the 
regulator. It would mean more 
and more regulation—inevitably 
by the Government. In the final 
analysis, then, the alternatives 
will be control by efficient man- 
agement, or Government control 
at the cost of rising prices to 
maintain the inefficient, or ulti- 
mately—nationalization. 

Bigness and efficiency in busi- 
ness is no crime and should never 
be made one; if it is, it will be a 
serious blow against free enter- 
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1924 through 1935 
SHOWN IN THE 
SPECIAL EDITION 


GRAPHIC STOCKS 


If ever a complete cycle was demon- 
strated it was within the 1924-1935 
period. Knowing the Market Cycle in 
its extreme form will help you deal 
with any market shift. 


This SPECIAL EDITION contains 774 
stocks and is the only Chart Book of 
its kind showing these early prices. 


Single Copy .... . $15.00 


SPECIAL OFFER 


Three Editions of GRAPHIC STOCKS: 
1924 through 1935, 1936 through 1946 
and Current edition (952 charts) 1938 
to date. 


ALL THREE for only—$25.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel. HA 2-4848 

















prise and a threat to our very liv- 
ing standards which have become 
the envy of the world. It would 
drag down the strong, open the 
way to inefficiency and eventually 
to statism. Our anti-trust laws 
have been enacted to fight mo- 
nopoly; they were not the result 
of the type of “hate-big-business”’ 
philosophy currently so rampant 
in certain quarters. If there are 
loopholes in the anti-trust laws, 
they should be plugged. But it 
would also be a good thing to take 
the ambiguities out of them so 
that they cannot be twisted and 
warped to fit purely political mo- 
tives or any particular “ism.” 
The dangers of excessive indus- 
trial concentration have been fre- 
quently expounded. Where they 
result in monopolistic conspiracy, 
in restraint of trade, in illegal 
price fixing, they should be 
promptly eradicated. We have the 
laws to do so, and have been using 
them effectively in the past. Such 
intervention has doubtless con- 
tributed to the rise in industrial 
ethics and morality which today 
stand on a much higher plane 
than a few decades ago. But in 
trying to curb monopoly, we 
should beware lest we kill prog- 


ress and efficiency and thereby the 
basis upon which this nation grew 
great. 





World Impacts of... 
Widespread Currency 
Devaluations 





(Continued from page 69) 


as New Zealand did two years ago. 
But the Australians have kept 
their pound at the old discount of 
20 per cent under sterling. One 
reason for this may be a heavy 
drop in export earnings owing to 
declining sales of wool and wheat, 
anticipated for the coming crop 
year. 

The differential devaluation be- 
tween the Belgian franc and other 
European currencies is expected to 
have a welcome effect in reducing 
Belgian surpluses in the balance of 
payments. The maladjustment be- 
tween the Belgian and the Dutch 
price levels, one of the obstacles 
in the way of the economic union 
of the two countries, has appar- 
ently been considerably lessened. 
The devaluation is said to upset 
Dutch plans for the devaluation of 
the Indonesian guilder, which has 
been highly overvalued. Presuma- 
bly a further readjustment in the 
Indonesian guilder rate is not un- 
likely. 

The failure of Pakistan to de- 
value its rupee may have reflected 
partly the fact that the country 
prefers to earn dollars for its prin- 
cipal export product, jute, rather 
than rupees; and partly the failure 
to devalue may have been due to 
just plain “orneriness,” to create 
difficulties for India with which 
Pakistan is still squabbling over 
Kashmir. The Pakistan rupee is as 
badly overvalued as the Indian ru- 
pee was prior to the devaluation ; 
in the long run it is to Pakistan’s 
own interest to devalue and upset 
the flow of jute and burlap to out- 
side markets as little as possible. 
Otherwise a price decline of both 
commodities is inevitable. 


France is the only country using 
the multiple currency system 
which switched to the single cur- 
rency rate as a result of the de- 
valuation. On the other hand, those 
Latin American countries that 
have devalued — and Spain like- 
wise — have made their multiple 
currency rate systems more com- 
plex than ever. In the case of Uru- 
guay, for example, the export 
(buying) rates applied to those 


commodities that are being sold 
to Europe have been lowered — 
in order to keep up the volume of 
sales. The exchange rates applied 
to those commodities that are 
shipped principally to the dollar 
area have been left either un- 
changed or devalued only slightly 
—the idea being, of course, to earn 
as many dollars as possible. 


As a result of Argentine ‘‘de- 
valuation,” the official exchange 
rate for the peso ranges all the 
way from 30 cents for the peso 
used to pay for imports of coal and 
petroleum, to 11 cents for the peso 
used for the ‘transfer of dividend 
payments out of the country. The 
exchange rates have been so ma- 
nipulated that the British, for ex- 
ample, will have to pay higher 
prices in pounds for Argentine 
meat, grain, and oilseeds. Wool, 
hides, and vegetable oils were low- 
ered 30.5 per cent in order to make 
them competitive with sterling 
area products. Fruit and leather 
goods and various Argentine man- 
ufactures were given a still lower 
rate, so as to encourage their ex- 
ports. Those American companies 
that will want to transfer their 
dividends into dollars will have to 
pay 87 per cent more in pesos. In 


other words, the dollar value of ° 


Argentine dividend earnings is cut 
almost one-half. 


Chile, Peru, Brazil 


In Chile, the official multiple 
exchange rates now vary from 19 
pesos to 63 peses to the dollar. 
Peru, which ships a large percent- 
age of its produce to Europe, may 
also succumb and modify the pres- 
ent multiple exchange rates. In 
contrast, Brazil, which sells its 
principal products, coffee and co- 
coa, to the United States for dol- 
lars, is expected to resist the de- 
valuation as long as possible. The 
devaluation would probably have 
a greater inflationary effect in 
Brazil than in other South Ameri- 
can countries. This is because 
Brazil must import practically all 
its industrial fuel and a large pro- 
portion of its industrial raw ma- 
terials. The higher prices of these 
imports would be quickly reflected 
in higher cost of local manufac- 
tured products. 


In general, the multiple cur- 
rency systems in the South Ameri- 
can Republics are getting increas- 
ingly complex. While the exchange 
spreads could be considered as 
taxes on exports or imports (the 
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& DIVIDEND NOTICES . 


DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid Nov. 1, 1949, 
to steckholders of record Oct. 24, 1949. 
“A” COMMON and VOTING 
COMMON: A quarterly dividend of 
25 cents per share on the “A”? Common 
and Voting Common Stocks will be paid 
Nov. 15, 1949, to stockholders of record 


Oct. 24, 1949. 
A. B. Newhall, Treasurer 


Dewnioon Mlanufachwing Bo. 


Framingham, Mass. 














NATIONAL CONTAINER CORPORATION 


On October 12, 1949, a regular quarterly divi- 
dend of 10¢ per share was declared on the 
Common Stock of National Container Corpo- 
ration, payable December 10, 1949, to all stock- 
holders of record November 15, 1949. 


HARRY GINSBERG, Treasurer 














NATIONAL CONTAINER CORPORATION 


A regular quarterly dividend of $0.296875 was 


declared on the 434% Cumulative Convertible 
Preferred Stock of National Container Cor- 
poration, payable November 1, 1949, to stock- 


holders of record October 20, 1949. 


HArRy GINSBERG, 7'reasurer 




















senting holders of the 7% pre- 
ferred were given a chance to clear 
heavy arrears by accepting an ex- 
change of the shares for 4/10ths of 
a share of 514% prior preferred 
and one share of Class “A” pre- 
ferred ; but while the great major- 
ity agreed, holders of about 5,750 
shares refused to go along. 

Total arrears on the 7% stock 
now amount to $126 per share, but 
the number of shares outstanding 
is so small that the company’s 
earnings in 1948 were more than 
seven times the total dollar 
amount. Despite this improve- 
ment, no action could be taken 
because arrears on the Class “A” 
$5 senior issue amounted to 
$49.87144 on 97,482 shares out- 
standing. Regular dividends on 
the $5 preferred have been paid 
since mid-1947 but were allowed 
to lapse in the 1937-47 period. 





You Will Be Interested in the 
Second Part of Our Study on 
Prospective Impacts of Wide- 
spread Currency Devaluation 
on page 67 of this issue. 
Don’t Miss It! 














Total arrears on this latter issue 
now amount to more than $5 mil- 
lion, only slightly less than the 
company earned in 1948. 


As Pittsburgh Steel Company 
on March 31, 1949 had current as- 
sets of $38 million, including $12.8 
million cash and securities, com- 
pared with current liabilities of 
about $13.2 million, it can be vis- 
ualized that all arrears on the pre- 
ferred stock could conceivably be 
paid in cash without seriously 
weakening the company’s financial 
status. Pending clarification of the 
company’s prospects now that the 
postwar boom has ended, though, 
the management probably will be 
cautious about reducing its cash 
substantially, though it is not un- 
likely that steps will be taken in 
other ways during the near term 
to achieve a clean slate. However, 
a quotation of 73 for the presently 
dividend paying 5% Class A pre- 
ferred, including more than $49 
accumulated dividends, attests to 
considerable doubt about the pros- 
pects. 

Summing up, it is evident that 
many confusing factors have to be 
reconciled in appraising the merits 
of preferred stocks burdened with 
arrears. At times, as we have 
pointed out, substantial profits 
have been gained through their 
purchase at highly depressed 
levels, and in a few instances this 
may also prove true of carefully 
selected issues on our list. But an 
unusual grasp of fundamentals 
and all conditions entering the in- 
dividual picture is needed in reach- 
ing decisions. At best, the stocks 
in this group are per se highly 
speculative. 





For Profit and Income 





(Continued from page 81) 


bonds for reasons of security for 
their principal, but also forced by 
the high cost of living and exces- 
sive taxes, have switched into com- 
mon stocks, preferring betterment 
cf income over the security factor. 
While time, and particularly re- 
viving confidence, will again bring 
about a narrowing of the yield gap, 
the shift that has occurred may 
well leave a permanent imprint. 





As | See It! 





(Continued from page 53) 
force for creating greater eco- 





nomic stability. Certainly this is 
a neglect which should be prompt- 
ly corrected for pressing the in- 
vestor’s case may have an impor- 
tant bearing on labor demands. 
At the same time, it will enable 
corporations to win the support 
of 15,000,000 stockholders in a 
way that can hardly be ignored 
by political leaders always anx- 
ious to cater to large voting 
groups. The investors can be 
made to weigh very heavily in the 
scale and if they can be properly 
mobilized it will soon be found 
that it is not at all difficult to get 
attention and action. 


We certainly cannot afford to 
ignore any prop that is likely to 
bolster the constructive forces in 
our country and minimize any 
action which may be taken to cur- 
tail our liberty — and destroy the 
economic system which has made 
this country so prosperous as to 
be the envy of the world. 


And it is particularly impor- 
tant that steps be taken at this 
time when Mr. Lewis proposes — 
and Mr. Murray seconds the mo- 
tion — to use $2,500,000 a week 


_ of workers’ funds in a bid to dic- 


tate the economic policy of the 
United States. 





Market in Important 
Testing Area 





(Continued from page 55) 


only because strikes are now be- 
ginning to hurt but because even 
with strikes settled, a substantial 
test looms that militates against 
further quick upside progress. 


Today’s price weakness evi- 
dences concern about the worsen- 
ing labor outlook though it may 
also have been helped along by 
new short selling. On the basis 
of logic, nearby potentials should 
favor the downside rather than 
otherwise; certainly there is no 
basis for anticipating continua- 
tion of much of a forward move- 
ment until the strike picture 
clears, and the business picture 
becomes better clarified. The lat- 
ter particularly may take some 
time. Since we believe that pro- 
tection of capital is the first prin- 
ciple of sound investment, our 
policy remains one of caution and 
conservatism. We see no need at 
this time to be more than 50% 
invested, as previously recom- 
mended. --Monday, October 17. 
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In this market setting when the investment action you 
take is vital to preserving and building capital and 
income ... we suggest that you turn to THE Forecast just 
as you would consult your lawyer, doctor, architect, etc., 
for professional advice. Forecast SERVICE will provide 
you with the essentials you need in conducting a sound 
investment program. 


1. When to Buy and When fo Sell 
Our weekly market forecast ... with chart of daily 


action . .. projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 

Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
For Annual Income of 6% to 8% on a Regular Monthly 
Basis; (b) Dynamic Securities for Capital Building 
with Higher Dividend Potentials; (c) Low-Priced Op- 
portunities for Large Percentage Profits. Each program 
comprises a fixed number of securities and it is our aim 
to have you contract or expand your position as we an- 
ticipate pronounced market weakness or strength. Sound 
selection and proper timing key- 





given which you can apply to 





your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs. . 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends: also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead ... and 
shows significant indications at 
this time. 


to a basic turn. 


2. Definite Advices on Intrin- 








Have The Forecast Serve You 
..-in Building Dynamic Profits as 
Major Turn Gets Underway 


The weeks ahead will crystallize the adjust- 
ment in security prices, discount uncertain- 
ties now pending. As the market consolidates | 
its position, it will indicate how close we are a 


From such situations substantial profits have 
been secured by Forecast subscribers .. . 
building up in a few weeks many points appre- 
ciation which normally take several months. 
Enroll now to participate in our new recom- 
mendations as selected. 


4. Continuous Consultation 


You are welcome to consult us 
... by mail or by wire . . . on 
securities in which you are in- 
terested ... as many as 12 at 
time ...to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold... switch ... or close 
out. 


note FORECAST SERVICE. 
| 
| 
} 


A Plus Service .. . These con- 











sultation privileges alone can be 





sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 8% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


. worth hundreds and thousands of 
dollars to you in concentrating in potential leaders. . . in 
stable investment situations . . . in avoiding laggards .. . 
in keeping your position adjusted to the market’s out- 


look. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially under today’s conditions. At 
this time, you also have the advantage of our Special 
Offer of Free Service to Nov. 15. Mail the coupon below 
today. 





Wail Coupon 


FREE SERVICE TO NOVEMBER 15, 1949 
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“We've gained 


comfort 


and independence 


with the income 
Jrom dividend-—paying stocks 


% . , ” 
‘ [bought in my wage-earning years 





a blhwtong 


THOMASTON, CONN. 


“T landed in this country June 1, 1900, at the 
age of 17.’”’ Mr. Johnson says, ‘“‘with nothing but 
the clothes on my back. I’ve worked ever since, 
until my retirement a few years ago, at my trade 
of ironworker. 

‘Back a good many years ago my wife and I 
started looking ahead to the day when I could 
stop work and still have a comfortable income. 
We decided that could be done only if I put part 
of my wages into companies that would then be 
working for us. 

Facts for the thrifty “During the last 16 years, I’ve frequently felt, 
—————— after careful consideration, that the stocks or 
Dividends paid on common stocks provide “second incomes” for bonds of certain companies listed on the New York 
millions of people; in many cases their entire incomes. Your sur- Stock Exchange were selling for less than they 
plus funds can earn you an income, one that contrasts favorably were worth. I’ve backed my judgment, buying a 
with the return from so-called “riskless” investment. few shares or bonds whenever we had the money 
The facilities of Member Firms of the New York Stock Exchange to spare. 
for supplying factual information help make informed investing ch 
today a convenient, simple procedure...and also help you appraise Eve rything we need or want” 
the risk that attends ownership of common stocks, a risk inher- 
ent in ownership of any form of property. Member Firms invite ‘The result is that we have many different in- 
all who would put their funds to work, producing income, to do vestments — all my own selections, and most of 
so with the benefit of facts that can be had without obligation. them common stocks —and we get our entire in- 
The companies that have met the requirements necessary to come from them today. We receive about 7.5% on 
place their securities on the New York Stock Exchange list com- the money we have invested, not counting the in- 
prise America’s greatest industries. These companies are owned crease in market value of the securities we hold. We 
by people in all walks of life; their average share-holdings are are still investing, and expect to do so all our lives. 


modest . :: representing whatever number they choose to own, “My wife and I spend our winters in Florida, 
whether 5, 42 or 100 shares. The names of these companies are : j 
our summers in Connecticut, and I do some 


known nationally; hundreds of them have paid dividends annually fabian ite Uinine: We sny anki. takes rai 
is 2 r rich, but the inves 


without exception for over 25 years, many for 50 years and more. 5 : : 
money we have working for us provides everything 


: - weve - ° 
The average yield of all dividend-paying common stocks listed we need or want. 


on the New York Stock Exchange computed for each year since 
1940 provides food for thought for everyone with surplus funds. 


Oct. 
194 1981 194219434944 1945 19461947 1988199 Lnvest wisely... 
6.1% 93% 78% 61% 50% 36% 48% 63% 78% 82% 


The New York Stock Exchange urges investors to base their through a Member Firm of the 


investment decisions on facts. Member Firms welcome the oppor- 
tunity to help you find the facts to fit your personal requirements. 


YOURS FOR THE ASKING: “Making the Most of Your Surplus 
Funds,”’’ a special issue of THE EXCHANGE Magazine, published CW or 


by the New York Stock Exchange, containing a selection of 


articles and data of special interest to investors. To obiain your 
free copy, write to New York Stock Exchange, Dept. 2, toc XC an e 
20 Broad Street, New York 5, and esk for “Special Issue.” 








